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ECONOMIC POLICY, ORGANIZATION AND MANAGEMENT 


END RESULTS OF FUNCTIONING OF ECONOMY EVALUATED 


Moscow IZVESTIYA AKADEMII NAUK SSSR: SERIYA EKONOMICHESKAYA in Russian No 5, 
Sep-Oct 81 pp 5-17 


/Article by S. S. Shatalin: "On the Evaluation of the End Results of the Function- 
ing of the Socialist Economy"/ 


/Text/ The end results of economic activity at different levels 
of the national economic hierarchy are examined in the article. 
It is demonstrated that the dynamic maximization of the inte- 
grated fund for meeting the needs of the members of socialist so- 
ciety is the end national economic result of the functioning of 
the socialist economy. This also determines the optimum ratio 

of consumption and accumulation in the national income and the 
optimum rates of economic growth of the country. 


The strategy of USSR socioeconomic development for the coming 10 years is elabo- 
rated in the decisions of the 26th CPSU Congress. Analyzing comprehensively and 
thoroughly the objective conditions of the present stage, the party is proceeding 
from the fact that a decisive changeover to primarily intensive factors of economic 
growth is the basis of the solution of the major problems facing the country. The 
orientation of all the links of the national economy, the system of planning and 
management toward the achievement of the maximum end national economic results and 
the greatest efficiency of social production is the most important condition of 

the changeover of the economy to the path of primarily intensive development. 


The decree of the CPSU Central Committee and the USSR Council of Ministers of 

12 July 1979, "On Improving Planning and Strengthening the Influence of the Eco- 
nomic Mechanism on Increasing Production Efficiency and Work Quality," is aimed at 
the practical solution of precisely this cardinal problem. But the effectiveness 
of the system of planning and management and the structural policy of the distribu- 
tion of production resources, obviously, in many ways depends on what is specifical- 
ly understood by "the end results of the functioning of the socialist economy," 
what should be maximized in its development. The clarification of this problems is 
becoming most urgent, since behind the "cloak" of the end results there lie so many 
theoretical concepts, which explain them, that the attempt at their simultaneous 
practical application leads to contradictory results. This is also necessary so 
that the planning and economic organs of the country would make decision in con- 
formity with the level of contemporary economic thought, to the formation of which, 
as L. I. Brezhnev emphasized in the report at the 26th CPSU Congress, the party at- 
taches great importance. 











The problem of the end results of the functioning of the socialist economy is by 
no means new for Soviet economic science. It has been discussed repeatedly and, 
in our opinion, productively in economic literature. Nevertheless, there is an 
objective need to treat it anew precisely because it is very difficult for plan- 
ning and economic organs to coordinate their work with the abundance of theoreti- 
cally debatable concepts. Moreover, I would also like to make what contribution 
I can to the constructive study of the problem in essence. 


The problem of the end national economic results is closely connected with the 
question of the criterion of the optimality of the development of the socialist 
economy, Rather, these are not simply associated, intersecting, related problems; 
they are the same problem. Hence the new intensification of research in the area 
ot the national economic criterion of the optimality of the development of the so- 
cialist economy, which with good reason regards as of paramount importance the need 
for constructive progress, on the basis of the synthesis of the achievements of the 
economic theory of socialism and the practice of socialist management, 


Let us recall that the theory of the optimum functioning of the socialist economy 
is based on the fact that the latter is a complex, hierarchically organized, sys- 
tematically managed, consciously optimized system, which realizes under the condi- 
tions of the limitedness of material, manpower and naturai resources and scientific 
and technical knowledge the opjective criterion of the optimality of its develop- 
ment. Let us also recall that the criterion of the optimality of the development 
of the socialist economy is linked (and at present this is a universally recognized 
position in Soviet economic literature) with the basic economic law of socialism, 
which expresses the objective goal, the main motive of the constant movement of 
production. The criterion of optimality shows to what extent the requirements of 
the basic economic law of socialism are met in the practice of socioeconomic devel- 
opment. The maximization of the end national economic results, naturally, also 
solves this problem. The hierarchical organization of the socialist economy and of 
the system of its production relations is one of its fundamental, essential charac- 
teristics. Its expresses the objective fact that socialist management on the scale 
of all society is fundamentally augmented by the relative economic discretion, in- 
dependence of its primary production units, which carry out their economic opera- 
tions on the basis of the assignments of the centralized plan and cost accounting. 
[In management at all levels of the hierarchy the economic inter: sts immanent in 
them and the inmediate motives of activity objectively arise, which gives rise to 
the specific tasks of their fundamental coordination, 


The economic activity of cost accounting production units is not directly dictated 
by the effect of the basic economic law of socialism. This relationship appears 
only in the end, it is mediated by their local economic interests. The mechanism 
of the coordination of national economic and local economic interests and the re- 
duction of the national economic criterion of optimality to a local criterion of 
optimality is necessary in order for the achievement of the result, which is the 
end result from a national economic standpoint, to become an immediate stimulus of 
the management of the local cost accounting production unit. The principle of this 
coordination should consist in the creation of economic conditions such that the 
independent decisions being made from the standpoint of the local criterion of op- 
timality would at the same time also be optimal from the national economic stand- 
point. The creation of such conditions is the central task of the construction of 
an economic mechanism which adequately fits the economy of mature socialist soci- 
ety. The importance of the clarification of the local end national economic 











results consists in the fact that the centralized planning activity of socialist so- 
ciety as a whole should be focused precisely on them, and not on the intermediate 
results of management, It is necessary to exert pressure in a planned economic man- 
ner so that the end, "output" parameters of management on the local level would be 
provided with the minimum expenditures of material, manpower and natural resources. 
In conformity with this it should be assumed that the fulfillment of the plan as- 
Signments on the volume and structure of the output being produced in physical 

terms with the minimum total expenditures on its production is the end national eco- 
nomic result of the economic operations of cost accounting socialist associations 
(enterprises), As is shown in the theory of the optimum functioning of the social- 
ist economy, given certain restrictions the achievement of the local end national 
economic results would be stimulated by the local criterion of optimality, which ic 
connected with the maximization of the profit on the condition that both the output 
and the expenditures of resources on its production are expressed in the prices of 
the optimum plan of the development of the socialist economy, which reflect their 
contribution to the increase of the national economic criterion of optimality. The 
latter is the most important demand on the establishment of the wholesale prices 

for means of production in the socialist economy, in the system of the economic 
valuations of material, manpower and natural resources. In this connection we have 
to speak again of the fact that in the process of the improvement of the economic 
mechanism, the principles of which (the improvement) should be fully realized dur- 
ing the llth Five-Year Plan, the problem of an adequate economic valuation of man- 
power and natural resources so far has not heen solved, which makes it necessary to 
base planning and design decisions and cost accounting on the measurement by a dif- 
ferent scale of the expenditures of productive capital, living labor and natural re- 
sources. This weakens the mechanism of the stimulation of the increase of the ef- 
ficiency of their use and the purposeful selection of technologies which save the 
most critical resources. It seems quite possible to solve these problems at the 
stage of the direct adoption of the principles of the new economic mechanism in the 
practice of socialist management. To be sure, this will be conducive to the 
strengthening of the orientation cf the cost accounting units of the economy toward 
the achievement of the maximum end results and to their coordination with the 

choice of the optimum economic planning decisions on the macroeconomic level. 


Let us examine the end results of the functioning of the socialist economy on the 
national economic, macroeconomic level. 


The stand, in accordance with which the achievement of the maximum end national 
economic results implies the maximization of the physical amount of national in- 
come, which is used by society for consumption and accumulation, or, what is the 
same thing, the maximization of the rate of economic growth, is perhaps the most 
prevalent in Soviet economic literature. 


The assertion that the end results of the development of the socialist economy are 
embodied materially in the final social product, which exceeds the amount of na- 
tional income by the amount of the means of production, which offset the retirement 
ot fixed production capital and its capital repair, is a modified version of this 
concept.“ Practically all the pros and cons of these stands coincide. What do 

the arguments, which substantiate these stands, consist in? 


The end national economic result is determined by the effect of the basic economic 
law of socialism: 





neither the national income nor the final social product includes the intermediate 
output and the current material expenditures on its production; 


the indicator characterizing the end national economic result should be the mate- 
rial embodiment of both the goal and the means of economic development: only in 
this case is the coordination of current and long-range interest achieved and 

are the interests of economic development not sacrificed to the immediate satisfac- 
tion of needs. 


The first two arguments do not raise doubts. Still, for further clasification one 
comment is aparently necessary. Let us do this using the example of the final so- 
cial product, fer its very name creates the temptation to interpret it as an ade- 
quate material expression of the end national economic results of the functioning 
of the socialist economy. 


Ail the indicators of reproduction, although, of course, there is some conditionali- 
ty in this, have an annual definiteness. The final social product expresses the 
volume of output which has /finally/ /in italics/ left the bounds of annual, current 
production and can be used for gross productive | and nonproductive accumulation, 
consumption and export. The intermediate output, which warrants its name by the 
fact that it never goes beyond current production and is used in it for further 
processing in the sectors of physical production, is its antipode. Thus the 
"finiteness" of the final social product is limited by the bounds of the annual re- 
production cycle. But, first, the means of production, which have been accumulated 
by the beginning of the annual reproduction cycle and are consumed in it, should be 
replaced from the final social product and, second, the means of production, which 
are necessary for expanded reproduction, should be obtained from it. Both are ex- 
penditures of reproduction, they cannot go beyond it. 


The attempt to prove that the basic economic law of socialism expresses both the 
objective goal of the development of the socialist economy and the means of achiev- 
ing it, seems unconstructive to us, of course, not only because it proposes to con- 
sider as its material embodiment the maximization of the physical amount of nation- 
al income, with which, as can already be guessed, the author does not agree. Al- 
though this also makes it contradictory. But the main thing is that it emascu- 
lates the specific function of the basic economic law of socialism and those eco- 
nomic relations, which it expresses, and dilutes it in a general definition of the 
socialist economy. Meanwhile, the basic economic law of socialism expresses only 

a part of the system of economic relations--it characterizes only the objective 
goal, ene motive and direction of the development of the economic system of so- 
cialism, 


Thus, let us assume that the criterion of the optimality of the development of the 
socialist economy is the maximization of the physical amount of national income. 
But then one would like to know: Why is it necessary to enlist in the analysis 
the basic economic law of socialism, which requires that the maximum satisfaction 
of the steadily increasing needs of the members of socialist society be ensured? 
Proof of the fact that the maximization of the physical amount of national income 
in the dynamic aspect implies the maximization of the satisfaction of the needs of 
the workers, would be a constructive response to this question. But no attempt at 
such demonstrations exists. But it is quite possible to ‘prove "the theorem of 
nonexistence." 


If we set aside the statistical details, it is possible to consider that the used 
national income of society consists of the consumption and accumulation funds. 
Just how does one maximize in the dynamic aspect its physical amount and maximize 
at the same time consumption and accumulation? But it was stated quite justly 
back in 1927 in the decisions of the 15th party conference that it is impossible 
to do this. 


Consequently, some other planning procedure of the maximization of the physical 
amount of national income is necessary. And such a procedure is known to science, 
but a number of stipulations have to be made. 


To start with it is necessary to answer the question, in what structure should the 
physical amount of national income be maximizable, for what reasons should it be 
chosen, what is the criterion of its optimality? The maximization of the physical 
amount of national income? But it is clear that in this case we are getting into 
"a vicious circle." But how does one establish the ratio of consumption and ac- 
cumulation in the national income? For this ratio, and it is the optimum one, in 
accordance with the suggestion which was made, is governed by the maximization of 
the physical amount of national income, for this is the criterion of the optimality 
of the development of the socialist economy. If we defined this ratio to the maxi- 
mization of the physical amount of national income, it was established, consequent- 
ly, without the aid of the criterion of optimality. Thus, a consistent stand would 
be to consider as the criterion of the optimality of the development of the social- 
ist economy and the achievement of the maximum end national economic results the 
maximization of the growth rate of the physical amount of national income, which 
would also determine the optimum ratio of the consumption and accumulation funds in 
the national income. The maximum national income is the criterion of the optimum 
of consumption and accumulation. Does such a concept have the right to exist? 
Certainly it does, but not for characterizing the end national economic results of 
the functioning of the socialist economy. 


Indeed, how can a theoretical construct, in which the proportion of consumption in 
the national income and, consequently, its amount are derivatives of the national 
income, the maximization of which obviously requires a high proportion of accumula- 
tion, be the criterion of the optimality of the development of the socialist econ- 
omy? To maximize the national income, to increase in it the proportion of accumu- 
lation in order to maximize the national income again--the consistent practical 
realization of this theoretical concept explicitly implies the subordination of the 
development of socialist production to production and distorts the logic of the de- 
velopment of the socialist economy. It is not the goal, but the means of its ac- 
complishment that is maximized, it is not the goal that determines the means of its 
ichievement, rather they set it and make it permanent: for the resources necessary 
for both come from the same national income. Accumulation is the intermediate 
product of economic growth, the expenditures of the process of reproduction; it is 
economically pointless to maximize it, for it is completely governed by the objec- 
tive tasks of the increase of the well-being of the people. 


Thus, it is necessary either to prove or at least to clearly recognize that the 
maximization of the physical amount of national income is the goal of the develop- 
ment of the socialist economy, but then the basic economic law of socialism--the 
maximum satisfaction of the needs of the memvers of socialist society--has no bear- 
ing on the problem of the end national economic results. Or while recognizing that 
the end national economic results are determined by the effect of the basic 





economic Law of socialism (and above it was noted thet this is the generally ac- 
cepted view), it is also necessary to recognize that the end results of the func- 
tiening of the socialist economy cannot be expressed in terms of the maximization 
of the physical amount of national income; a third choice is not given. 


In practice we have done everything necessary to prove that at the national econom- 
ic, macroeconomic level the dynamic maximization of the integrated fund for the 
satisfaction of the needs of the members of socialist society is the end result of 
the development of the socialist economy, the criterion of its optimality and the 
expression of the economic interests of socialist society. An adequate reflection 
of the requirements of the basic economic law of socialism and the coordination of 
the goals and means of its development, which has been regulated and conforms to 
the nature of the socialist economy, lie in this. 


The criterion of the optimum ratio of the proportions of consumption and accumula- 
tion in the national income is not the maximum physical amount of national income, 
but the dynamic maximum of the satisfaction of the needs of the workers. The 
amount of national income and its growth rate are derived, secondary with respect 
to this task, The optimum growth rate of the national income of socialist society 
is not its greatest possible growth rate, but the growth rate which ensures in the 
process of economic development (which is theoretically endless) the greatest pos- 
sible growth rate of the well-being of the people. 


In Soviet economic literature there is not a single adequately reasoned objection 
to such an interpretation of the national economic criterion of the optimality of 
the development of the socialist economy and the end result of its functioning, if 
we do not consider the positive statement of the above-examined concept of the maxi- 
mization of the physical amount of national income.* Perhaps the most widespread, 
general criticism of this concept is the accusation that it neglects the interests 


of accumulation, the interests of economic development. 


But how is it possible to ensure the dynamic maximization of the integrated fund 
for the satisfaction of the needs of the members of socialist society, while con- 
signing the interests of accumulation to oblivion? No one proposes to give birth 
to a child without a mother. It is merely suggested that accumulation should not 
be a self-sufficing economic variable, accumulation for accumulation, that its 
amount should be determined as a result of the finding of the optimum ratio of 
consumption and accumulation in the national income, of which the assurance of the 
highest possible growth rate of the well-being of the people, which is stable over 
a long period of economic development, is the criterion. The true interests of 
economic development under socialism consist in this, and only in this. 


It is claimed that the supporters of the recognition of the maximization of the 
integrated fund for the satisfaction of the needs of workers as the criterion of 
the optimality of the development of the socialist economy and the end national 
economic result of its functioning ‘velittle"” the importance of the category of 
national income in the economic theory and practice of socialism and disregard the 
need to maintain a high rate of economic growth of the country. What can be said 
in response to this? In science it is objectively impossible to "belittle" or 
"ennoble" the role of any category, while keeping within the framework of the scien- 
tific analysis of phenomena and processes. The national income characterizes, on 
the one hand, the value which has been newly created by living labor in annual pro- 
duction and, on the other, the volume of output which society can consume for 





accumulation and consumption. In this lies the specific function of the cateyory 
of the national income, the importance of which it is simply pointless to "be- 
little." In economic theory it plays just as "important" a role as other cate- 
gories. Disagreement with the fact that the national income characterizes the end 
national economic result of the development of the socialist economy, consequently, 
by no means disaffirms its paramount importance for the economic theory and prac- 
tice of socialism. 


Of course, it is impossible to ensure a high and stable growth rate of the well- 
being of the people without a high and stable growth rate of the national income; 

a sharp increase of the efficiency of the use of the material, manpower and natural 
resources of society and of the intensive factors of the economic growth of the 
country is first of all a condition of this. But it is necessary for the structural 
policy of the distribution of production resources and the growth rate of the na- 
tional income, all spheres and sectors of the national economy to be aimed at the 
assurance of the maximum satisfaction of the needs of the workers, the creation of 
the conditions for the all-round, harmonious development of the personality of the 
members of socialist society and the strengthening of the economic base for the 
further development of the socialist way of life, of which a high standard of liv- 
ing of all the social strata of society is the most important characteristic. The 
policy of substantially increasing the well-’ cing of the workers, L. I. Brezhnev 
indicated in the Accountability Report of the CPSU Central Committee to the 24th 
party congress, "will determine not only our activity during the coming 5 years, 
but also the overall orientation of the economic development of the country for the 
long-term future. In outlining such a policy the party proceeds first of all on 
the basis that the most complete satisfaction of the material and cultural needs of 
people is the highest goal of social production under socialism" / 1 /. 


This strategic aim of the movement of the socialist economy under the conditions of 
mature socialism was developed in the decisions of the 25th CPSU Congress and in the 
speech of L. I. Brezhnev at the October (1980) CPSU Central Committee Plenum; it 

was also completely confirmed at the 26th CPSU Congress. In the Accountability 
Report of the CPSU Central Committee L. I. Brezhnev indicated: "The invariable 
program requirement--everything in the name of man, everything for the good of 
man--served and serves as the starting point of the party, political approach to 

the economy. 


"Hence the policy of the 24th and 25th CPSU Congresses of a more thorough turn of 
the national economy to the diverse tasks connected witii the increase of the well- 
being of the people" /2/. 


The substantiation of the scientific concept of the end results of the development 
of the socialist economy is an extremely important task, but not one which solves 
the entire problem. It is still necessary to formulate the conditions of its prac- 
tical realization, but this raises a number of very complex theoretical and meth- 
odoloyical questions. Let us attempt to examine the most important of them. 


ihe first question concerns the measurement of the integrated fund for the satisfac- 
tion of the needs of the members of socialist society. The basic solution of this 
problem was suggested by the theory of the optimum functioning of the socialist 
economy, and it is connected with the substantiation of the category of the social 
utility of consumer goods and services as an adequate gauge of the satisfaction of 





the needs of the workers. The social utility of goods as an objective, specifical- 
ly socialist category characterizes the contribution of the increase of goods to 
the increase of the national economic criterion of the optimality of the develop- 
ment oft the socialist economy and expresses that general property of them which 
they call the change of well-being.? In other words, this is not a category of the 
use value which meets a specific social need, but an expression of the general 
quality of goods to characterize the level of well-being of the people and its 
change. Before answering the traditional question of the opponents concerning how 
to measure social utility, let us make a number of remarks which are necessary for 
the further discussion of the problem. 


ft is clear that the fund for the satisfaction of the needs of the population can- 
not be expressed only in terms of the resources of the national income, in terms 

of the fund of current consumption and the capital investments in the development 
of the sectors of the nonproductive sphere, which render services to the population 
for a fee, on concessionary terms and free of charge. This cannot be done because 
the national income and accordingly the fund of current consumption of the popula- 
tion--personal and public--do not include the cost of "pure" services. Services 
are reflected in the consumption fund only through the material expenditures con- 
nected with their performance. We have already expressed the opinion that such a 
calculation of the national income of socialist society and the consumption fund 
cannot be supported by adequate arguments from the arsenal of the economic theory 
of socialism and is at variance with the solution of the practical problems of the 
socioeconomic development of the country under present conditions, when the role oi 
the nonproductive sphere is steadily increasing. © At present in the planning of 
USSR economic and social development this contradiction is partially "eliminated" 
by the fact that the aggregate fund for the satisfaction of the needs of the popula- 
tion for material consumer goods and services is calculated in the plans. 


A more difficult problem arises in connection with the fact that the “expanded con- 
sumption fund," which includes the entire amount of services, cannot adequately 
reflect many social and ecological factors, which determine the level of well-being 
of the people and the role of which has the objective tendency to increase. Of 
course, the influence of social and ecological factors on economic development and 
the increase of the well-being of the people are not new phenomena. But whereas 
previously their study might have been, if it is permissible to say so, of a 
theoretical and academic nature, under the conditions of the economy of mature so- 
cialism and an adequately high level of the supply of the population with material 
goods and services their quantitative measurement becomes practically necessary, 
for it is a matter of enormous expenditures of the production resources of society. 


Thus, the extremely important problem of the measurement of the social factors of 
well-being and their fundamental coordination with economic factors arises. The 
attempts to measure the socioeconomic effectiveness of social production also ob- 
jectively stem from this. But here the danger arises of diluting economic theory 
in something amorphous and hard to determine. 


When we speak of the socioeconomic effectiveness of a specific planning decision, 
we set ourselves the task to evaluate in a uniform, integrated manner its economic 
results, which are expressed in the resources of the national income or in a mone- 
tary valuation, and its social results, which, until the problem is solved, do not 
have such a valuation. A uniform evaluation of sociai factors in terms of cost 
effectiveness is necessary for the possible choice of an optimum solution with 











allowance made for both its economic and social consequences, which meets the re- 
quirements of economic science, the main goal of which is the substantiation of the 
choice of the most economically efficient version of the use of the production re- 
sources of socialist society. But for this the sccial results, which it is permis- 
sible to evaluate in terms of socioeconomic effectiveness, should have at least the 
following properties: 


interchangeability with the economic results; 


noninvariance with respect to the different methods of using the production and eco- 
nomic resources of society; 


the possibility of maximization, which, it is true, to a significant extent ensues 
from their first two properties. 


Such "social goods" as working conditions. the free time of the population, the 
ecological conditions of the life of man and so forth in many respects have these 
properties. But many social results have the nature of a rigid limitation of eco- 
nomic development, they are not maximized, but are established for reasons which 
are not the competence of economic theory. There can be no question of any inclu- 
sion of them in the calculations of the sociveconomic efficiency of social produc- 
tion and the level of the well-being of the people, since it is a matter of the 
choice of alternatives. But the probiem in this case is also trivial: these so- 
cial results (rather the resources necessary to obtain them) become a restriction 
of the optimum plan, while the choice of its best version is made in terms of 
traditional economic or socioeconomic efficiency in the above-indicated sense. 

The sccialist way of life is the most important category of social development 
under socialism, but economic science should measure only its economic and "socio- 
economic" components. / 


Let us return to the question of the measurement of the social utility of the inte- 
grated fund for the satisfaction of the needs of the members of socialist society. 
To be sure, this is a very difficult problem, but one should not see it in finding 
the ideal unit of simple abstract social utility and in comparing all goods by 
means of it. The measurement of social utility is a complex socioeconomic process 
of the realization of the objective goal of the development of the socialist econ- 
omy. In the course of this process the continuovs iterative coordination of the 
individual and group functions of well-being occurs and their socioeconomic 
"weighting" through the policy of the distribution of income and prices and the 
structural policy of the distribution of resources is carried out. It is important 
that in solving all these problems socialist society objectively strives for the 
maximization of the satisfaction of the needs of its members: it makes a choice of 
planning alternatives in terms of social utility. ? 


In this connection I would like to make the following comment. The increasing 
need for the reflection of social factors when constructing the national economic 
eriterion of optimality, which characterizes the end results of the functioning of 
the socialist economy, and the very "vague" theoretical thesis, which is becoming 
widespread, that not the a priori examination of the criterion of optimality with 
respect to the mechanism of the functioning of the economy, but as a fundamental 
element of it is becoming a new stage of the elaboration of the problems of the 
criterion of optimality in Soviet economic science, create the definite danger of 
the relaxation of attention to the study of the traditional theoretical and 





methodological problems of the formation of the demand and consumption of the popu- 
lation. Unfortunately, the results of this "new stage" are already having an ef- 
fect, and therefore it is necessary to sharply intensify the modeling of the proc- 
esses of the increase of the standard of living of the population, as well as the 
research in the area of the formation and distribution of puhlic consumption funds, 
Undoubtedly, the stepping up of the research on the use of the method of expert 
assessments in the making of socioeconomic planning decisions also deserves all 
possible support. All this research is also real progress along the path of the 
constructive measurement of the social utility of consumer goods and services, in- 
cluding their socioeconomic elements. 


Of course, the question of the end results of activity at the level of sectorial 
production ministries and economic regions of the country also arises. 


Let us examine the first problem. The sectorial production ministry does not car- 
ry out economic operations in the process of reproduction. There is a subject of 
administration here, but not a subject of management. It is impossible to speak 
about the relative economic discretion, independence of the sectorial production 
ministry, its activity is not carried out on the basis of cost accounting. It is 
impossible to speak about the objective local economic interest of the sectorial 
production ministry, it is not included in the hierarchical system of production 
relations, There are no production relations between the ministry and society as 
a whole, between the ministry and the cost accounting production associations and 
enterprises, whose economic operations they manage. Ministries directly perform 
the function of centralized planning and management, being a component of the uni- 
fied subject of management on the scale of society as a whole. The end result of 
its activity is not localized and is not mediated by the local economic interest, 
which it is necessary to coordinate with the national economic interest. To say 
that the end national economic result of the activity of the sectorial production 
ministry is the assurance of the planned volume and structure of the output of the 
sector with the minimum expenditures of production resources, means simply to state 
the fact that this is necessary for the maximization of the end national economic 
results on the level of management on the scale of society as a whole. 


Some may reply to us that the adoption of the principles of cost accounting in the 
activity of sectorial production ministries as well is envisaged in the new eco- 
nomic mechanism. Indeed, this is so. But it is a question, to ve sure, only of 
the adoption of those elements of cost accounting in the activity of sectorial 
ministries, which would not undermine the cost accounting of the primary production 
units of society. The adoption of elements of cost accounting in the activity of 
ministries lends them some traits of the subject of management, of economic discre- 
tion, but does not change their nature of being a component of the centralized 
management of the national economy. 


The question of the criterion of optimality and of the end results of regional 
socioeconomic development is very difficult theoretically and has not been elabo- 
rated practically. Everything that will be said below, of course, also does not 
solve the problem, but is merely a short commentary on it. 


Let us note, first, that the concepts "territorial" planning and management and 
"regional" planning and management should be distinguished. The former, purely 
spatial geographic concept does not perform any function in the system of socialist 
production relations and in the economic mechanism of the functioning of the 


10 








socialist economy. It is a description of the spatial distribution of productive 
forces. 


The concept "region" bears, if it is used constructively, a fundamentally different 
semantic load, It describes a specific socioeconomic organism, for which a dis- 
crete economic interest appears. A region, on the one hand, is, in our opinion, a 
fundamental component of the unified subject of management on the scale of all so- 
cialist society, and in this respect the criterion of the optimality of its devel- 
opment is an element of the unified criterion of the optimality of the development 
ef the socialist economy as a whole. 


However, being allotted within the budget of the country a certain amount of re- 
sources, the region also acts to a considerable extent as an independent subject of 
management, which enters into economic relations with society as a whole, with the 
cost accounting units and cost accounting associations and enterprises, which are 
subordinate to it, and with those which are under centralized subordination. In 
this respect the maximization of the well-being of the residents of the region is 
the criterion of the optimality of the socioeconomic development of the region and 
the end result to which it objectively aspires. The need for the further increase 
of the role of the region in planning and management, in the distribution of public 
consumption funds, the development of the social infrastructure, housing construc- 
tion, the training and further training of manpower resources and their use and the 
implementation of measures on environmental protection and the construction of proj- 
ects of the intersectorial production infrastructure is in many ways explained by 
this. In this connection are conflicts between regions and between regions and the 
national economy as a whole possible? Yes, undoubtedly. And the problem, which 
socialist society works on daily and in the solution of which the regions also 

take part, is for both the overall increase of the well-being of the people and the 
increase of the standard of living of the population of all the regions of the coun- 
try to be ensured. Let us recall that the solution of this problem is within the 
sphere of effect of the basic economic law of socialism, the law of distribution 
according to labor and the socialist principles of the formation and distribution 
of public consumption funds. 


I would like to conclude the article with the appeal to concentrate and intensify 
the research in the area of the criteria of the optimality of socioeconomic develop- 
ment at all the levels of the national economic hierarchy, the end results of eco- 
nomic activity and the socioeconomic effectiveness of planning decisions. In a 
consciously controlled social system such as the socialist economy is, this is a 
necessary condition of the increase of the efficiency of the use of production re- 
sources and the determination of efficient means of the quickest possible change- 
over of the national economy to the path of primarily intensive development 


FOOTNOTES 


1. In the discussion on the national economic criterion of optimality A. I. Notkin 
defended this stand most consistently. In connection with the discussion of 
"the end results of the functioning of the socialist economy" L. I. Abalkin 
develops this view of their nature. Here is how he argues this: "Is it pos- 
sible to link the economic interests of society only with the amount of current 
consumption? A negative response should be given to this question. The point 
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is that the orientation toward the maximization of the fund of current consump- 
tion implies the one-sided consideration of economic interests and an orienta- 
tion toward the most immediate interests. The optimum combination of current 
and long-range interests, consumption and accumulation is achieved precisely 
through the maximization of the net product" /3/. 


Let us note in this connection that L. I. Abalkin criticizes, and justly so, 
the hypothesis which he himself conceived: in the discussion on the criterion 
of optimality none of the economists, first of all the supporters of the theory 
of the optimum functioning of the socialist economy, proposed to regard as the 
criterion of the optimality of its development the maximization of the fund of 
current consumption. In substantiating his stand, L. I. Abalkin should have 
sought arguments against the recognization of the dynamic maximization of the 
integrated (theoretically over an infinite amount of time) fund for the satis- 
faction of the needs of the members of society as the national economic cri- 
terion of optimality. 


Let us note that the identification of the amount of used national income of 
the country with the amount of resources used for consumption and accumulation 
is inaccurate. The actual amount of used national income is equal to the sum 
of the consumption and accumulation funds (including other expenses) and the 
export-import balance. Only in this case (disregarding the amount of losses) 

is the balance sheet equality of the used and produced national income observed: 
v+m=C+A+E-I, where v+m is respectively the value of the necessary and the 
surplus product, while C, A, E and I and the volume of consumption, accumula- 
tion, exports and imports. 


How would the reader regard the following statement of the basic economic law 
of socialism: "...the planned, maximum possible satisfaction of the steadily 
increasing needs of the members of socialist society on the basis of the contin- 
uous growth of social production, the increase of its efficiency, the utmost use 
of the law of distribution according to labor, commodity-money relations, cost 
accounting..."? But this is a nearly adequate description of the goal of the 
development of the socialist economy and the means of its achievement, moreover 
on the basis of conformity to a plan, which expresses the general form of the 
functioning of socialist production relations. 


It is hardly possible to call the following line of reasoning, for example, 
valid. "If the problem of the maximum consumption (accumulation) is being 
solved," L. I. Abalkin writes, "the center of gravity shifts to the level of 
distribution. The need arises to answer the question, how to distribute best-- 
from the standpoint of this criterion--the available amount of the net product. 
The question is raised differently when we proceed from the need to ensure the 
maximum amount of the net product. In this case it is a matter not of distribu- 
tion, but of production" /3/, Here everything is unproven. First, no one has 
proposed to maximize accumulation; second, the dynamic maximization of consump- 
tion (let us take the conditions of L. I. Abalkin) does not at all mean that 

the main task is the distribution of the "available" (this is a static approach) 
amount of the net product; third, why artificially sever production and distri- 
bution; fourth, both the maximization of consumption and the maximization of 

the net product (the national income) presume that the problem of the breakdown 
of the net product into accumulation and consumption is solved as the derived 
problem; fifth, in the case of the maximization of the fund for the satisfaction 
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of the needs of the members of society (let us note that it is broader than the 
consumption fund, since it includes nonproductive capital investments), it is 

a matter of the production of the net product which complies with the solution 
of the raised problem. 


For more details on the political economic substantiation of the category of 
social utility see, for example, T4& 7. WN. P. Fedorenko advances the thesis 
that social utility is an underlying relationship, a "primary unit" of the eco— 
nomic relations of socialism. But this problem requires special discussion / 5/. 


Let us note in passing that if the problem of the maximization of the integrated 
fund for the satisfaction of the needs of the population is solved in terms of 
material consumer goods and services, the fund of nonproductive capital invest- 
ments is a value which cannot be maximized: the optimum ratio in the national 
income is found between the fund of current consumption and the accumulation 
fund as a whole. If the problem of the maximization of the integrated fund for 
the satisfaction of needs is stated in terms of material consumer goods, the 
fund of nonproductive capital investments is subject to maximization, while 
only production accumulation is an "opponent." The former statement, of course, 
more accurately reflects the nature of the criterion of the optimality of the 
development of the socialist economy, although it does not describe it ade- 
quately. 


We would not want to agree with one categorical assertion of N. Ya. Petrakov, 
which he made in connection with the discussion of the problem of the national 
economic criterion of optimality. Here is what he writes: "But by what is the 
increase of well-being measured? By the increase of the national income or the 
consumption fund? No! Here it is a matter not so much of the fact that these 
indicators reflect less and less completely the level of achievement of the 
goals of social development, and not of the shortcomings of the present method- 
ology of their calculation as it is a matter of the political economic content 
of these categories. By their nature they describe the level of the increase 
of /material means/ /in italics/ (here and below the italics are those of 

N. Ya. Petrakov--S. Sh.) and of the satisfaction of public needs, and not the 
degree of /real achievement/ /in italics/ of the social goals. Thus, the tradi- 
tional orientation toward the criterion of economic growth comes into conflict 
with the principle of evaluation according to the end result, which is under- 
stood on the macrolevel as the increase of well- being" /6/, In this remark, 

to be sure, it is correct that it is impossible to measure well-being by the 
increase of the consumption fund and the optimum plan of socioeconomic develop- 
ment cannot be selected on the basis of its maximization. However, N. Ya. Pet- 
rakov interprets too broadly the functions of the national economic criterion of 
optimality and the problems of economic theory as the need to evaluate "the de- 
gree of real achievement of the social goals." And all categories, which have 
"a political economic content," are categories which express economic, produc- 
tion relations, and not one of them will cope with the problem of measuring the 
level of real achievement of the social goals. 
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INVESTMENT, PRICES, BUDGET AND FINANCE 


USSR FINANCE MINISTER REVIEWS 1982 BUDGET 
Moscow FINANSY SSSR in Russian No 1, Jan 82 pp 3-17 


/Article by USSR Minister of Finance V. F. Garbuzov: "The Soviet Budget in the 
Second Year of the Five-Year Plan'"/ 


/Text/ The entire sociopolitical life of the country is under the enormous mobiliz- 
ing influence of the ideas and plans of the 26th CPSU Congress. The congress became 
a prominent political event of world importance and made a new important contribu- 
tion to the theory and practice of scientific communism. The historic decisions of 
the congress raised before the party and the people inspiring prospects of construc- 
tion and peace at the present stage of the building of communism and provided a new 
mighty impetus to the labor and political activeness of the masses. 


All the Soviet people received with deep satisfaction the results of the November 
(1981) CPSU Central Committee Plenum and the Sixth Session of the USSR Supreme So- 
viet, which adopted the llth Five-Year Plan, the plan and budget for 1982. The new 
five-year plan embodies an unprecedented scale of constructive work and expresses 
the fundamental interests of the workers. It gives another convincing confirmation 
of the fact that the Communist Party always made and is making Leninst concern about 
the well-being of the people the cornerstore of its policy. 


General Secretary of the CPSU Central Committee Comrade L. I. Brezhnev, who deliv- 

ered a lengthy and impressive speech at the plenum, analyzed thoroughly and compre- 

hensively the key socioeconomic problems facing the country and supplied the party 

and all the Soviet people with a precise program of practical actions on the fur- 

ther implementation of the policy of the 26th CPSU Congress of strengthening the 

conomic and defensive might of our homeland and increasing the well-being of the 
pulation. 


The Plenum of the party Central Committee obligated party, soviet, trade union and 
Komsomol organs, ministries and departments, guided by the theses and conclusions 
set for in the speech of Comrade L. I. Brezhnev at the plenum, to focus attention 

on the fulfillment and exceeding of the plan of the current year and the five-year 
lan as a whole. 


the Soviet people unanimously support the domes*ic and foreign policy of the party, 
ully support its plans and perceive it as their own, immediate concern. In our 

Limes the all-union socialist competition for great production efficiency and for 

the more and more complete utilization of the reserves and potentials of the social- 
‘t economy has become truly nationwide. 
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In 1951 the national economy was developed in conformity with che main directions 
specified by the 26th CPSU Congress. The scale of social production and the rate 
of scientitic and technical progress grew, the efficiency of work increased. The 
generalizing indicator of the economy-~-the national income--increased during the 
year by more than 13 billion rubles, while the volume of industrial output increased 
by more than 21 billion rubles. The contribution of domestic science to the ac- 
complishment of the socioeconomic tasks became more significant. The use of the 
achievements of science and technology in industrial production increased, which 
provided four-fifths of its growth due to the increase of labor productivity. 


Work was carried out consistently and purposefully on the utmost strengthening of 
the material and technical base of agriculture. During the past year, as is known, 
the weather conditions for agricultural production were extremely adverse. There 
was a protracted cold spring, vast regions of the country were gripped with a long 
summer drought. However, even under these exceptionally difficult conditions, as a 
result of the dedicated labor of the workers of the countryside and workers of 
other sectors, as well as the assistance to agriculture on the part of the state 
it was possible to ease the consequences of the adverse weather and to harvest the 
grown crop in an organized manner. The correctness and vitality of the agrarian 
policy ot the party, the durability and indissolubility of the alliance of the 
working class and the kolkhoz peasantry were vividly displayed in this. 


The social program of the party was unswervingly implemented. In conformity with 
the decisions of the 26th CPSU Congress in 1981 the amounts of state assistance to 
families with children were increased, the retirement security of the Soviet people 
was improved. Measures connected with the further increase of wages in construc- 
tion, rail transport and a number of other sectors of the national economy and re- 
gions of the country were implemented, The payments and benefits to the population 
from public consumption funds increased by 5 billion rubles. As a whole these 
funds car to 122 billion rubles. More industrial goods and foodstuffs began to be 
sold to the population. In 1981 the housing conditions of approximately 10 million 
people improved. 


The USSR State Budget for 1981 was fulfilled with an excess of revenues over ex- 
penditures. The plan on revenues, according to preliminary data, was fulfilled by 
101.6 pereent and the plan of expenditures was fulfilled by 100.4 percent, which 
made it possible to finance in good time alli the planned measures and to give many 
enterprises and organizations the necessary financial assistance. 


The steady dynamic development of the socialist national economy, science and cul- 
ture in the first year of the new five-year plan attests that the decisions of the 
26th CPSU Congress are being succossfully implemented. This creates a good basis 
for the accomplishment of the assignments being planned for the second year of the 
five-year plan. 


The Communist Party and the state, appreciating what was achieved at its true value, 
have set for party, soviet and economic organs and for the labor collectives of as- 
sociations, enterprises and organizations the task to increase the efforts in the 
speeding up of the rate of intensification of production and to utilize more com- 
pletely the available reserves for the steady increase of efficiency and work qual- 
ity in all the links of the economy. 


16 








~ —— ~ 


The USSR State Budget for 1982 was drafted on the basis of the decisions of the 26th 
party congress, the fundamental directives and instructions of General Secretary of 
the CPSU Central Committee and Chairman of the Presidium of the USSR Supreme Soviet 
Comrade L, I. Brezhnev on the key problems of the theory and practice of building 
communism, Particular attention in the budget is devoted to measures on the in- 
crease of production efficiency and on the gradual changeover of the national econ- 
omy to the path of intensive development. These tasks, which were advanced by the 
26th CPSU Congress, determine the economic strategy of the party and serve as the 
leading and guiding principle of all economic and organizing activity. 


The concentration of monetary assets on measures, which provide for the further im- 
provement of the national economic proportions and the increase of the production 
potential of the leading sectors of the socialist economy--the base sectors of in- 
dustry, agriculture, capital construction, transportation, industry of group B--is 
ensured in the budget. The budget was drawn up in conformity with the State Plan 
of USSR Economic and Social Development for 1982 and backs with the necessary as- 
sets the progressive development of the national economy, the increase of the well- 
being of the Soviet people and the strengthening of the defensive capability of the 
country. 


The USSR Supreme Soviet has approved the USSR State Budget for 1982 for revenues in 
the amount of 322 billion rubles and for expenditures in the amount of 321.7 bil- 
lion rubles, with an excess of revenues over expenditures of 0.3 billion rubles. 

In the revenues the net income, which is created at state enterprises and economic 
organizations, as in all preceding years, will be the decisive source. The receipts 
from the socialist sector will increase during the year by 22.3 billion rubles and 
will come to 293.8 billion rubles, which is 91.2 percent of all the revenues. 


With respect to the main types of receipts the revenues of the budget were adopted 
in the following amounts (billions of rubles): 








1981 1982 
approved approved 
Receipts from the socialist sector. ...e«seereerereevens 271.5 293.8 
Including: 
payments from the profit of state enterprises ......e.s-s 90.1 93.4 
turnover tax. . «+ +»++s+e-eeee ‘ — eee eee ee 97.5 110.6 


contributions of state enterprises and organizations for so- 

cial insurance; income tax from kolkhozes; receipts from 

foreign trade and other revenues. . ... +... © © © © © © 83.9 89.8 
Payments of the population. ....«.«e+e«+reere cee eveere 26.8 28.2 


The increase of the revenues of the budget should be ensured on the basis of the 
further development of social production, its intensification, the increase of la- 
bor productivity, the improvement of the use of the fixed and working capital of 
the national economy and the increase of all the quality indicators of management. 


"The economy should be eco.iomical,'' Leonid Il'ich Brezhnev indicated, expressing in 
a precise and terse formula the general direction of the economic policy of the par- 
ty at the present stage. Its essence consists in revealing more resolutely and 
putting to use more rapidly the reserves of our economy for the increase of its ef- 
ficiency in the broadest meaning of this word. 
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This year an important step has to be taken in the practical implementation of the 
party policy of efficiency and quality, Financial organs should actively partici- 
pate in the national search for reserves, should direct their economic and monitor- 
ing work toward the mobilization of additional revenue sources of the economy and 
the budget and should ensure tue unconditional fulfillment and exceeding of the 
plans on revenues in all the units of the budget system of the country. 


The profit of state enterprises and economic organizations is envisaged for 1982 in 
the amount of 131.2 billion rubles, or 3.8 percent more than was approved for the 
preceding year. A significant portion of the profit should be obtained by the de- 
crease of the production cost of products and services. 


The breakdown of the profit by individual types of activity is (billions of rubles): 


Amount Percent of total 





Total for state enterprises and organizations. ..... 131.2 100.0 
Including: 
Beeceans GATAPNTEORD «¢ 2.6 4 4. 48 048 eee 4 eee 77.5 59.1 


contracting construction and installation, repair and 
construction, design, surveying and geological organ- 


i re ae ae ee eae eee ee ee ae ee ae 9.2 7.0 
agricultural and procurement enterprises and organiza- 

0 Me ee ae ee ee ae ee ee ee a ee ee Pe ee 5.8 4.5 
enterprises and organizations of transportation and 

communications, road management. . ....+.+.-e-«-«e->» 16.5 12.6 
supply and marketing organizations .....++«-+-e«-e-s 2.8 Ses 
enterprises and organizations of trade and personal 

SOrvace GF CR DORULAtIUR. . 2 8 kee ee eh ee 9.2 7.0 
municipal enterprises. ..+.+«+se«erereeeeeeeevee 1.3 1.0 
GEner tenes GE Aetavity. 4. 4 § 6 sh Oe Se Se eS ES 8.9 6.7 


For the national economy as a whole about 40 percent of the profit is being left at 
the disposal of enterprises for retooling and the economic stimulation of produc- 
tion, as well as for other planned expenditures, The total amount of payments from 
the profit to the budget is specified in the amount of 93.4 billion rubles, with an 
increase by 3.6 percent, including the fee for fixed production capital and working 
capital for which standard rates are laid down--28.1 billion rubles, fixed payments-- 
0.3 billion rubles, payments of the net surplus of the profit--39.6 billion rubles, 
profit withholding taxes and other payments--15.4 billion rubles. The turnover 
tax, based on the volumes of the production and sale of goods, which were used in 
the plan, the enlargement of their assortment and the improvement of quality, in 
1982 will come to 110.6 billion rubles. 


In the materials of the session and in the speeches of the deputies of the USSR 
Supreme Soviet it was noted that the locally available means of expanding the pro- 
duction of goods for the population and improving their quality are still not al- 
ways utilized. Attention was directed to the shortcomings in the organization of 
trade, the poor shifting of commodity resources by regions of the country subject 
to the demand, the season and other conditions, which often led to the uneven dis- 
tribution of stocks of goods of everyday demand by union republics, trade systems, 
organizations and enterprises. 
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The Budget and Planning Commission and other standing commissions of the USSR Su- 
preme Soviet when examining the plan and budget for 1982 recommended to the USSR 
ministries and departments, which produce consumer goods, and to the councils of 
ministers of the union republics that they elaborate and implement measures on the 
more complete utilization of the reserves of the production of goods and the con- 
siderable increase of their assortment and quality, having directed particular at- 
tention to the increase of the output of basic necessities and goods which are in 
greater demand by the population. It was recommended to trade organs that they 
eliminate the shortcomings in the organization of the sale of goods, improve the 
study of the demand of consumers and tighten up the monitoring of the observance 
by industrial enterprises of the obligations on deliveries of goods to the trade 
network. 


Financial organs are also obligated to conduct work regularly on the finding of re- 
serves for the expansion of the production of consumer goods. The locally avail- 
able means of the additional output of goods by the more complete utilization at 
enterprises of the production capacities, local resources of raw materials and pro- 
duction waste should be taken more completely into account in the proposals being 
prepared by them. The financial monitoring of the fulfillment by trade organiza- 
tions of the assignments on the sale of goods, the plans of the profit and the ob- 
ligations to the budget should also be tightening up. 


The state taxes from the population are determined on the basis of the current tax 
rates and the wage fund, which is envisaged for 1982. They will amount to 26.8 bil- 
lion rubles. The proportion of taxes in the rewenues of the budget for a number of 
years has not increased. This year it will come to 8.3 percent as against 8.5 per- 
cent according to the plan for 1981. 


The expenditures of the USSR State Budget for 1982 by basic directions have been ap- 
proved in the following amounts (billions of rubles): 





1981 1982 
approved approved 
et a Pe a a a ee ae ee a ee 159.9 173.9 
ee aa Sa nn a a ee ae a 101.9 106.9 
ae ee ee ee ee ae oe oe a oe ee eee ee 17.05 17.05 
TONE GC a a ee oe a a ee ee ee ee a 2.3 2.6 


The total amount of financing of the national economy, with allowance made for the 
internal assets of enterprises and credits of banks, this year will come to 

328.9 billion rubles. These major investments in the sphere of physical production 
ensure the assignments stipulated by the state plan on the expansion and replace- 
ment of fixed production capital, as well as other planned needs of the sectors of 
the economy, which are connected with the outlined increase of the output of prod- 
ucts and service and the increase of their quality. 


The consistent implementation of the social program adopted by the 26th CPSU Con- 
gress is called for in the plan and the budget. In 1982 new measures are planned 
on the further increase of wages in a number of sectors of the national economy and 
regions of the country. The implementation of an important social measure of the 
llth Five-Year Plan--the increase of the minimum wage, the rates and salaries of 
workers and employees--will begin in the coal industry. In the Urals regional 
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wage coefficients will be introduced for the workers for whom they have not been 
established. In some sectors of industry it is envisaged to increase the supple- 
mentary payments for working at night and to introduce a one-time seniority bonus. 


The introduction of partially paid leave for working mothers to care for their 
child up to the age of 1 year and of payments of a lump-sum grant to women upon the 
birth of a child is being continued. It is planned to extend the indicated bene- 
fits to all the regions of the RSFSR, as well as to the Ukrainian SSR, the Belorus- 
Sian SSR, the Baltic republics and the Moldavian SSR. It is envisaged to exempt 
from the fee for the care of children at boarding schools families with an average 
aggregate income per family member of not more than 60 rubles a month. Additional 
assets are being allocated for the supply of free textbooks to the students of the 
eighth and ninth grades of general educations schools. 


The total expenditure of the state on centralized measures to increase the material 
and cultural standard of living of the people in 1982 will be more than 4 billion 
rubles. Moreover, regular drawings for the repayment of the obligations of state 
loans, which were floated earlier by subscription among the population, in the 
amount of 1.5 billion rubles will be held. 


In 1982 a large program of housing construction has to be fulfilled. It is planned 
to put into operation apartment houses with a total area of 106.9 million m2, which 
will make it possible to improve the housing conditions of approximately 10 million 
people. 


In conformity with the party social program in 1982 work will be carried out exten- 
Sively on the further development of trade and personal service in the interests of 
the more and more complete satisfaction of the increasing demands of the population 
for goods and services. In the budget 8.1 billion rubles are being allocated for 
these purposes, with an increase of 9.4 percent, which will make it possible to ex- 
pand the network of stores, large trade centers and modern enterprises of public 
dining and personal service. The retail commodity turnover this year will come to 
300 billion rubles. The volume of the sale of personal services will increase by 
6.9 percent and will come to 9 Fillion rubles. 


In the five-year plan it is envisaged to implement significant measures which are 
connected with the further increase of the general educational and cultural level 

of the Soviet people, the improvement of the medical service of the population and 
the development of social security. In the USSR State Budget for 1982 the expendi- 
tures on sociocultural measures will increase by 5 billion rubles and will come to 
106.9 billion rubles. Moreover, the assets of state enterprises, kolkhozes, consum- 
er cooperatives and public organizations in the amount of about 26 billion rubles 
will be used for these purposes. 


In our state the rising generation is surrounded with enormous concern. In 1982 
the preschool education of children will undergo further development, which will be 
conducive to the more extensive participation of women in the production, socio- 
political and cultural life of the country. It is planned to put into operation 
preschool institutions for 431,700 children. The total number of children at these 
institutions will increase to 14.7 million. General educational schools will be 
expanded by 725,200 places, of them 352,700 places in rural areas. The number of 
students in day schools will come to 39.6 million. 
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The more complete satisfaction of the needs of the national economy for specialists, 
the increase of the efficiency of the work of the higher school and the intermedi- 
ate level of the training of personnel and the improvement of all types of evening 
and correspondence education are called for. The number of specialists graduating 
with a higher and secondary education this year will come to 2.1 million. It is 
planned to train 2.4 million skilled workers at vocational and technical schools. 


In the budget 15.4 billion rubles are being allocated for the protection of the 
health of the Soviet people, which will make it possible to carry out more exten- 
sively prophylactic measures in the area of public health, to expand the network of 
medical institutions and to strengthen their material base. Starting this year 
higher norms of expenditures for the supply of medical institutions with minor fur- 
nishings are being introduced, the monetary norm of the expenditures for capital 
repair, which has been established for them, is being increased by 20 percent. The 
number of beds at hospitals will increase by 60,000 and will come to more than 

3.4 million. 


The budget of state social insurance, which is under the jurisdiction of the AUCCTU 
and local trade union organizations, has been included in the USSR State Budget for 
1982 in the amount of 39.4 billion rubles, or with an increase of 6.7 percent. For 
the payment of all types of pensions 38 billion rubles, 2.8 billion rubles more than 
during the preceding year, are being allocated from the budget and other sources. 


The councils of minis-ers of the union republics and the local soviets of people's 
deputies should constantly be concerned about the improvement of the work of insti- 
tutions of education, health and social security and should spend thriftily and 
with the maximum benefit for the workers the enormous assets being channeled by the 
state into the sphere of sociocultural service. Financial organs are obligated to 
carry out the daily monitoring of the purposeful and economical use of the indicated 
assets. 


In 1982 science, which has now become an immediate productive force of society, will 
undergo further development. For this purpose 23.8 billion rubles are being allo- 
cated, or 1.2 billion rubles more as against the past year. The task is being set 
to increase the efficiency of scientific research and to direct forces and assets 
toward the solution of key national economic problems. The USSR State Committee for 
Science and Technology, the executives of ministries, departments and scientific re- 
search organizations need to eliminate parallelism and duplication in the work of 
scientific institutions and the dispersal of resources among secondary and minor 
themes and to shorten considerably the period of the adoption of modern achieve- 
ments of science and technology in production. 


In our country great national economic importance is attached to environmental pro- 
tection and the efficient use of natural resources. In 1982 7.6 billion rubles are 
being allocated for conservation measures through all sources of financing, includ- 
ing (billions of rubles): 


state capital investments on measures on conservation and the efficient use 


of natural resources... , oo a ee @ © * » 2 4 2.0 
Capital repair of atenetuveds ieavattettens and eeutneent for neneorenttion 
MEUROOEE. 2 «+ + 8 ee 8 , 2 ee 4 eee © @ 4 ee & 8% 4 4 * 0.4 
Maintenance and eancenten af puvifieation facti ities and nevdacennes of 

other conservation measures in industry, agriculture, municipal services. . . 4.2 
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The allocation of such considerable assets will make it possible to increase the 
scale of operations in the national economy, which are connected with the improve- 
ment of the use of water resources, the neutralization of the waste products of 
production activity, the enlargement of protective forest belts and reforestation, 
the recultivation of land and a number of other measures. The USSR ministries and 
departments, the councils of ministers of the union republics and the local soviets 
of people's deputies should step up the monitoring of the efficiency of the expendi- 
ture of the assets being allocated by the state for environmental protection. 


The invariable policy of the party and the Soviet state of the expansion of foreign 
economic relations with foreign countries and the more efficient use of the poten- 
tials and advantages of the international division of labor is reflected in the 

plan and budget for 1982. The CPSU Central Committee and the USSR Council of Minis- 
ters in conformity with the decisions of the 26th CPSU Congress have specified an 
extensive program of measures on the further extension and improvement of the work 
in the area of the foreign economic activity of the state. 


On the firm basis of common interests the comprehensive and all-round cooperation 
with the fraternal CEMA member countries will be developed, production, scientific 
and technical cooperation within the socialist community will be increased. Along 
with the increase of mutually advantageous trade exchange the rendering of economic 
and technical assistance to the developing states of Asia, Africa and Latin America 
will be continued. The aims of the party congress at the development of trade and 
economic relations with industrially developed capitalist countries on an equal and 
businesslike basis will be consistently implemented. 


The indicators of the plan and the budget, which have been adopted for the second 
year of the five-year plan, irrefutably attest that our country is directing the 
main forces and resources toward the goals of peaceful construction and toward the 
increase of the well-being of the people. Our party and state and Comrade L. I. 
Brezhnev personally are sparing no pains and are doing everything that depends on 
them so that the Soviet people would work in a peaceful, businesslike atmosphere, 
under peacetime conditions. The Peace Program of the Soviet Union for the 1980's, 
which was advanced by the 26th CPSU Congress, has received extensive recognition 
among the peoples of all countries. The firm Leninist policy of the preservation 
and strengthening of peace and detente and extensive international cooperation in 
all areas of economics and culture on the basis of the principles of the peaceful 
coexistence of states with different social systems is vividly expressed in it. 
This year will be for all the Soviet people a year of new great accomplishments and 
creative constructive work on the steadfast implementation of the plans of the 
party. 


The socioeconomic program advanced by the 26th CPSU Congress has at its basis the 
further increase of the productive forces of the country and the steady balanced 
growth of the economy. Paramount importance is being attached to the development 
of industry. 


In the plan and budget for 1982 169.2 billion rubles, or 7.2 billion rubles more as 
compared with the approved plan of the past year, are being allocated to industry 
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through all sources. It is envisaged to improve the material and technical base 
of production, to perform a considerable amount of work on the renovation and re- 
tooling of many operating enterprises and to put new capacities into operation. 
The output of industrial products will increase by 4.7 percent. 


The bulk of the investments--141.8 billion rubles--are being channeled into heavy 
industry, which was and remains the foundation of the socialist economy and the 
basis of the strengthening of the economic might of the country and the increase of 
the well-being of the population. The measures on the improvement of the sectorial 
structure of industry will be continued by means of these assets. The sectors of 
the fuel and power complex, metallurgy, machine building, instrument making and pro- 
duction automation equipment and the chemical industry will undergo leading devel- 
opment. 


In the accomplishment of the key aims of the 26th party congress an important role 
belongs to the sectors of production, which are directly involved in the meeting of 
the needs of the population for consumer goods. The CPSU Central Committee and the 
USSR Council of Ministers have taken steps on the accelerated development of the 
production of basic necessities and mass demand goods for 1981-1985. In 1982 

27.4 billion rubles are being allocate:i for measures on the further material and 
technical equipment of light, the food and the meat and dairy industries, fisheries 
and other sectors which produce goods for the population. The production volume of 
industry of group B will increase by 4.6 percent. For increasing the output of 
goods it is planned to use more extensively the capacities of the sectors of heavy 
industry. 


The decisions of the 26th CPSU Congress are aimed at the acceleration of the rate 

of scientific and technical progress in industry and other sectors of the national 
economy as one of the main means of the increase of the efficiency and the intensi- 
fication of social production. The congress indicated the need for the consider- 
able increase of the scale of the development, assimilation and introduction in pro- 
duction of new highly efficient and economical equipment, which ensures the increase 
of labor productivity, the reduction of the materials~-output and power-output ratios 
and the improvement of product quality. The basic assignments of the plan and budg- 
et for 1982 are aimed at the gradual accomplishment of these major national econom- 
ic tasks. 


It is envisaged to use more extensively the economic levers of the stimulation of 
scientific and technical progress and to strengthen its material and technical base. 
In the sectors of industry the expenditures on the development of science and the 
assimilation of new equipment will increase. It is planned to assimilate about 
4,000 new types of products and to increase the output of items of the highest qual- 
ity category. The economic stimulation funds should play significant role in the 
backing of this assignment. This year they will be formed in the amount of 

31.5 billion rubles, or with an increase of 1.9 billion rubles. 


The acceleration of scientific and technical progress finds expression in the as- 
signments on the increase of labor productivity. Their fulfiliment will determine 
the rate of increase of production in all sectors and will be a decisive scurce of 
the increase of the national income and the monetary accumulations of the state. 

In industry labor productivity will increase in 1982 by 4.1 percent, which will 
provide 88 percent of the total planned increase of output. For a number of minis- 
tries it is planned to obtain the entire increase of production by means of this 
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factor, For this, economic managers need to use manpower resources economically, 
to improve production resolutely, to reduce as much as possible the expenditures of 
manual labor and to shut all channels of losses of working time. 


The party and the state demand of ministries, departments, associations and enter= 
prises that they concentrate forces and assets on the decisive directions of scien- 
tific and technical progress and set up special control over the fulfillment of the 
comprehensive plan of the mechanization and automation of production processes, the 
assimilation and introduction of new equipment, which is conducive to the intensifi- 
cation of production and the economy of the expenditures of living and embodied 
labor. 


On the basis of the growth of production volumes, the increase of labor productiv- 
ity and the decrease of the production cost the profit of industrial enterprises is 
planned for 1982 in the amount of 77.5 billion rubles, or 1.8 billion rubles more 
than the approved plan of the past year. 


In light of the decisions of the 26th CPSU Congress the increase of the return from 
the created production and economic potential of the national economy is becoming a 
matter of paramount imporcance. At present vast physical assets and equipment are 
concentrated in the hands of industry. Its fixed capital amounts to more than 

550 billion rubles. However, it is not being used everywhere efficiently enough. 
At enterprises of the ministries of the coal industry, ferrous metallurgy, power, 
heavy and transport machine building and several others the rated capacities are 
being slowly assimilated, downtimes of equipment and machinery are allowed, the in- 
dicators of the shift coefficient are not improving. As a result in recent years 
the level of the output-capital ratio has declined for these ministries. 


During the coming year 59 billion rubles are being allocated to industry for the 
increase of fixed capital. Ministries, departments, associations and enterprises 
need to radically improve the use of productive capital and to increase the output- 
capital ratio. This will make it possible to free considerable resources, which 
are being allocated for the increase of production capacities, and will give the 
state additional monetary accumulations. Financial organs need to see to it that 
the managers of associations and enterprises devote constant attention to questions 
of the more efficient use of the production capacities and achieve on this basis 

an increase of the return from every ruble of fixed capital at the works. 


The Communist Party attaches especially great importance to the questions of the 
utmost tightening up of the policy of economy in the national economy. The 26th 
CPSU Congress offered a comprehensive set of measures on the economy of material, 
manpower and financial resources. The con.istent implementation of the socialist 
principles of management--economy and thrift--is regarded by the party and the 
state as one of the central tasks of social development. 


The CPSU Central Committee and the USSR Council of Ministers adopted this year the 
decree "On the Intensification of the Work on the Economy and Efficient Use of Raw 
Material, Fuel, Energy and Other Material Resources." In conformity with this, 
specific steps on the assurance of the more economical use of state assets are en- 
visaged in the plan and budget for 1982. it is planned to decrease the materials- 
output ratio and production cost of industrial products, to reduce the material 
losses and to use secondary raw materials more cumpletely. Tnese and other steps 
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ensure a decrease of production costs and an increase of the profit of industry by 
1.2 billion rubles. 


The assignments on the economy of material resources, which are envisaged in the 
plan, are the minimum assignments. The USSR Council of Ministers has obligated 
USSR ministries and departments and the councils of ministers of the union repub- 
lics to ensure within a 3-month period the elaboration at all subordinate enter- 
prises of organizational and technical measures on the additional decrease during 
1982-1985 of the material expenditures on the output being produced, the work and 
services being performed on the average by not less than 3-5 percent as against the 
1980 level, including by 1-1.5 percent in 1982. Financial organs should step up the 
work on the preparation of proposals which are aimed at the utmost economy of mate- 
rial resources. 


The speeding up of the turnover rate of working capital in the national economy is 
another important direction in the matter of the efficient use of material re- 
sources. In the USSR State Budget and in the sectorial financial plans, on the 
basis of the new structure of production and the increase of its volumes in 1982, 
allocatious in the amount of 7 billion rubles, or 4.6 percent, are earmarked for 
the increase of the standard of internal working capital. Its total amount, with 
allowance made for the planned increase, will come to 158 billion rubles, which 
creates the necessary financial conditions for the smooth operation of the enter- 
prises of all sectors. 


At the same time it should be said that in recent times surplus reserves of commodi- 
ty stocks have accumulated at many enterprises. During the five-year plan it is 
envisaged to speed up the turnover rate of working capital in the national economy 
by 2-3 days. In the plan and budget for 1982 it is envisaged to speed up the turn- 
over rate of working capital by 0.8 day, which ensures the additional commitment to 
the economic turnover of material resources worth 1 billion rubles. 


The party and the government require of economic managers a considerate and economi- 
cal attitude toward every kilogram of raw materials, materials and fuel and toward 
every ruble of state assets. USSR ministries and departments and the councils of 
ministers of the union republics need to take resolute steps on the tightening up of 
the policy of economy, the sharp restriction of losses and the assurance of the 
preservation of commodity stocks at subordinate enterprises. An atmosphere of in- 
tolerance of any cases of excesses and waste must be created everywhere and at the 
same time every initiative aimed at the careful use of the resources of the state 
must be supported and stimulated. 


In the accomplishment of the socioeconomic tasks set by the 26th CPSU Congress an 
important role has been assigned to transport, especially rail transport, which 
accounts for more than half of the total freight turnover of the country. Constant 
attention is being given to rail transport on the part of the party and the state. 
In recent years a large amount of assets has been allocated for the strengthening 
of its material and technical base. A number of social problems have been solved: 
a one-time lump award for seniority was introduced, the wage of the workers of the 
railroads of the Far East, Siberia, Kazakhstan and the Urals was increased. These 
measures were conducive to the attachment of personnel. However, in spite of con- 
siderable material and financial assistance, the serious shortcomings in the organ- 
ization of rail transportation for the present are being eliminated slowly. 
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The USSR Council of Ministers has obligated the Ministry of Railways to improve de- 
cisively the operation of the railroads, to take steps on the more complete utiliza- 
tion of the reserves of the increase of the efficiency and quality of transporta- 
tion and to ensure on this basis the unconditional fulfillment of the plan assign- 
ments on the transportation of national economic freight and passengers. In 1982 
30.7 billion rubles are being allocated for the further development of all types of 
transport and communications, with an increase of 5.8 percent. 


The assignments on the considerable improvement in the sectors of the national 
economy of the results of production and financial activity, which are set in the 
plan and the budget, are also based on the fact that in 1982 the overall reorgan- 
ization of the economic mechanism, which is called for by the decree of the CPSU 
Central Committee and the USSR Council of Ministers "On Improving Planning and 
Strengthening the Influence of the Economic Mechanism on Increasing Production Effi- 
ciency and Work Quality," will be continued. 


In light of the decisions of the 26th CPSU Congress the USSR ministries and depart- 
ments and the councils of ministries of the union republics need to implement per- 
sistently and purposefully the outlined measures on the improvement of the economic 
mechanism so as to create the best conditions for the further increase of the effi- 
ciency of all social production. During this work the considerable internal eco- 
nomic reserves, which exist at every enterprise, should be put to use. 


The most important strategic direction of party policy is the steadfast and consist- 
ent aim at the utmost development of agriculture. 


The food program, which is now being drawn up by the appropriate state organs on the 
instructions of the CPSU Central Committee and the USSR Council of Ministers, is avn 
task of enormous political importance at the present stage. The food program, 

which was proposed to the party and the people by Comrade L. I. Brezhnev, has the 
aim to link together all the questions of the planning, financing and economic stim- 
ulation of the agro-industrial complex of the country. Its dynamic balanced devel- 
opment for the purposes of the steady improvement of the supply of the population 
with all types of foodstuffs should be ensured on this basis. 


In 1982 all the sectors of the agro-industrial complex and first of all agriculture 
will undergo leading development. In all 110 billion rubles are being allocated 
for the strengthening of the material and technical base of these sectors. 


The rapid development of agriculture is the basis of the food program. This year 
57.3 billion rubles will be channeled into this sector through all sources. More- 
over, the expenditures on the expansion of production at kolkhozes will come to 
20.4 billion rubles. 


The total amount of capital investments in agriculture has been set in the amount 
of more than 37 billion rubles. These assets are intended for the construction of 
facilities which are connected with the increase of the productivity of farming and 
animal husbandry--state complexes for the production of meat, poultry factories, 
farms, hydraulic structures and other production facilities. The work on housing, 
cultural and general construction in rural areas will be expanded. 


It is planned to increase the deliveries to agriculture of powerful modern equip- 
ment, mineral fertilizers and other materials and equipment. The commodity turnover 
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of the organizations of the USSR State Committee for the Supply of Production Equip- 
ment for Agriculture and the Soyuzsel'khozkhimiya Association of the USSR Ministry 
of Agriculture will increase in 1982 to 24.4 billion rubles, or by 4.3 percent. 


Land reclamation is an important direction of the work on the strengthening of the 
material and technical base of agricultural production. The expenditures on re- 
clamation will increase by 0.4 billion rubles and will come to 9.9 billion rubles, 
which ensures the putting into use of 0.7 million hectares of irrigated land and 
0.8 million hectares of drained land, as well as 5.4 million hectares of irrigated 
pastures, 


The task of continuing the implementation of the comprehensive program of the trans- 
formation of the Nonchernozem Zone of the RSFSR into a region of highly productive 
farming and animal husbandry was set at the 26th party congress. This year it is 
envisaged to allocate 8.4 billion rubles for the kolkhozes and sovkhozes of this 
zone. 


An extensive set of measures on the economic stimulation of agricultural production 
will be gradually implemented. The profit of sovkhozes and other state agricultur- 
al enterprises will come to 4 billion rubles. It is being left almost entirely at the 
disposal of the farms for the expansion of production and the formation of economic 
stimulation funds. Sovkhozes will_have available financial reserves in the form of 
the net profit /svobodnaya pribyl' a amortization and the assets of sovkhozes in 

the amount of 2.8 billion rubles. 


Large allocations are being earmarked from the state budget for offsetting the dif- 
ferences in prices for purchases of agricultural products--meat, milk, potatoes, 
vegetables and several other types of foodstuffs. It is also envisaged to retain 
the procedure of selling to kolkhozes and sovkhozes agricultural equipment, mineral 
fertilizers, fuel and energy resources at lower prices as compared with the whole- 
Sale prices adopted for the national economy. 


Starting with the llth Five-Year Plan, a new procedure of the economic stimulation 
of the increase of the production of agricultural products is in effect. A markup 
in the amount of 50 percent of the purchase prices for the sale of products in ex- 
cess of the achieved level for the 10th Five-Year Plan is being paid to kolkhozes 
and sovkhozes. This year 4 billion rubles are being allocated for this purpose. 


The resources stipulated for the development of agriculture are ensuring this year 
the production and procurement of agricultural products in the amounts outlined by 
the plan. 


The USSR Ministry of Agriculture, the councils of ministers of the union republics 
and agricultural organs locally, guided by the decisions of the 26th CPSU Congress 
and the instructions of Comrade L. I. Brezhnev, must strive persistently for an in- 
crease of labor productivity and a decrease of the production cost of agricultural 
products, must increase decisively the efficiency of the use of land, especially 
reclaimed land, machinery, fertilizers and fodders and must increase the yield. 


Financial organs should ensure the timely financing of all the measures on the de- 
velopment of agriculture and should strengthen the control over the correct and 
economical use of assets. 
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Capital construction is one of the central problems of the socioeconomic develop- 
ment of the country. At the 26th CPSU Congress and the November (1981) CPSU Central 
Committee Plenum the need for the utmost increase of the effectiveness of capital 
investments was emphasized with particular urgency. Definite achievements exist in 
construction, Nevertheless, the capital investments being allocated by the state 
in many instances are still not yielding the necessary return. The party sees 
serious shortcomings of construction in the fact that the capital investments being 
allocated by the state at times are dispersed by ministries and departments among 
numerous projects and construction jobs. As a result, the amounts of unfinished 
construction and stocks of uninstalled equipment are increasing, while the country 
is receiving relatively fewer new production capacities, 


The CPSU Central Committee and the USSR Council of Ministers have taken a number of 
important steps on the assurance of the higher concentration of capital investments 
and their better balancing with the amounts of material resources, the capacities 

of construction organizations and manpower. In the plan for 1982 and subsequent 
years of the five-year plan it is planned to maintain the amounts of capital invest- 
ments for the most part at the level of actual fulfillment for 1980. At the same 
time it is envisaged to increase considerably the concentration of capital invest- 
ments at priority and start-up construction projects of the national economy and to 
decrease the amounts of new construction. 


Assignments have been given to USSR ministries and departments and the councils of 
ministers of the union republics on the assurance of the preferential development 
of the retooling and renovation of operating enterprises. The task has been set to 
restrict the construction of administrative, entertainment and sports buildings and 
structures, as well as projects which are being built in excess of the limits of 
State capital investments by means of noncentralized sources. 


The realization of these fundamentally important directions of investment policy, 
which were specified by the party congress, is creating favorable conditions to 
accomplish in 1982 a turnabout in capital construction, to speed up considerably 
the placement of fixed capital into operation and to reduce the amounts of unfin- 
ished construction and the above-standard stocks of uninstalled equipment. 


For 1982 the financing of state capital investments is envisaged in the amount of 
121.6 billion rubles. By means of these assets it is planned to ensure a signifi- 
cant increase of the fixed capital in power engineering, metallurgy, machine build- 
ing, the chemical industry, light and the food industries, agriculture and trans- 
portation. With respect to the main sources the plan of the financing of construc- 
tion has been established in the following manner. 


Proportion in percent 
1981 plan 1982 plan 





Allocations from the budget. . . 2. « « «© » «© © e+ © © © © 43.6 43.7 
Amortization deductions. . ..«.« +. .«e-+«e ees © © «© © @ 27.9 29.6 
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Assets of production development fund and fund for socio- 
cultural construction. ..-2«ecerereee eevee 8.7 
Mobilization of internal resources in construction... . 2./ 
Saving from decrease of prices for equipment .....-. -» 1.0 
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It is outlined by the program of capital construction to increase the proportion of 
the expenditures on equipment--the active portion of fixed capital. It is planned 
to increase the total expenditures of the state for equipment in 1982 to 48.4 bil- 
lion rubles. Their proportion in the amount of capital investments will come to 
39.8 percent. In all 21 billion rubles are being allocated for the retooling and 
renovation of operating enterprises, 


Specific assignments on the quickest possible involvement of uninstalled equipment 
in the economic turnover and the reduction of the amounts of unfinished construc- 
tion are being set for USSR ministries and departments and the councils of minis- 
ters of the union republics. It is envisaged to mobilize in 1982 3.2 billion ru- 
bles mainly from the above-standard stocks of uninstalled equipment in construction. 


The successful solution of the problems in capital construction in many ways de- 
pends on the activity of contracting organizations. In 1982 labor productivity in 
construction should increase by 3.5 percent. 


The profit of contracting construction and installation organizations is envisaged 
in the amount of 6.3 billion rubles. 


The construction ministries need to concentrate all forces and assets on the ful- 
fillment of the assignments on the increase of labor productivity, the decrease of 
the cost of construction and installation work, the economy of resources at con- 
struction projects and the elimination of losses and unproductive expenditures. 


The interests of capital construction require the substantial improvement of proj- 
ect planning and estimating in the country. USSR Gosstroy should increase the in- 
fluence on the work of planning organizations in the direction of the more exten- 
sive use in planning of economical and standard decisions, which are based on the 
achievements of scientific and technical progress, and should ensure on this basis 
an increase of the effectiveness of capital investments and a decrease of the cost 
of construction, 


The available advanced work experience is revealing great opportunities for the in- 
tensification of capital construction. Brigade cost accounting, the system of con- 
tinuous planning and many other progressive undertakings and creative initiatives 
are being successfully used in a number of cities, oblasts and union republics. 
They are yielding favorable results and are ensuring an increase of the return of 
capital investments. This experience of innovators and leading workers should be- 
come more rapidly accessible to the entire sector. Everything new and advanced, 
which is conducive to the increase of the efficiency of construction, must be 
adopted more decisively. 


Guided by the decisions of the 26th party congress and the instructions of Comrade 
L. I. Brezhnev, USSR ministries and departments and the councils of ministers of 
the union republics should in practice achieve substantial progress in the increase 
of the efficiency of capital construction. The institutions of the All-Union Bank 
for Financing Capital Investments and USSR Gosbank and financial organs need, in 
turn, to tighten up the control over the increase of the effectiveness of capital 
investments, the observance of state planning and financial discipline and the 
economical use of resources in construction. 
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the increase of the scale of social production and the complication of economic 
ties at the present stage require the constant improvement of the management of the 
national economy. This, as the 26th CPSU Congress indicated, is the heart of all 
the activity of the party and the state. The foundation of the solution of the 


problems of socioeconomic development is being laid precisely in the field of 
economics, 


In past years a number of measures on the improvement of the organizational struc- 
ture of management were implemented in conformity with the decisions of the CPSU 
Central Committee and the USSR Council of Ministers. In the sectors of industry 
master management diagrams have been adopted, the concentration and specialization 
of production have been intensified. However, many excesses still exist in the 
management machinery. Some ministries and departments have formed unnecessary and 
redundant units of production management and permit the unjustified increase of 
the administrative staffs. Among these personnel the number of chiefs of structur- 
al subdivisions and their deputies is increasing. The opportunities to increase 
the efficiency of management labor are being inadequately utilized. 


The USSR Council of Ministers, guided by the instructions of the party congress on 
the most efficient use of manpower resources, has taken steps to limit the increase 
and to reduce the number of workers of the management staff and some sectors of the 
nonproductive sphere. For 1982 the assignment has been set for USSR ministries and 
departments and the councils of ministers of the union republic to implement meas- 
ures on the improvement and the reduction of the cost of the management staff and 
on the strictest policy of economy in administrative expenditures. In this con- 
nection a saving of 1.1 billion rubles is taken into account in the budget. 


The decisions of the party congress obligate USSR ministries and departments and 
the councils of ministers of the union republics to improve the style and methods 
of work on the basis of the Leninist norms of management and to ensure the uncon- 
ditional fulfillment of the state assignments and adopted decisions. The Novem- 
ber (1981) CPSU Central Committee Plenum set the task to direct all efforts toward 
the increase of the efficiency of the national economy and to take steps on the 
efficient and economical consumption of material, financial and manpower resources. 
The party attaches paramount importance to the increase of the level of organiza- 
tion and efficiency and to the tightening up of state and labor discipline in every 
sector of production and in all spheres of management. 


The Leninist requirements of socialist state control and accounting must be persist- 
ently implemented everywhere in order to close all channels of losses and excesses 
and to ensure the reliable protection of socialist property against mismanagement 
and waste and against all encroachments upon national property. The USSR Council 

of Ministers has taken additional steps to improve departmental control. It is 
planned to increase the centralization of this control and to boost its effective- 
ness. The ministries and departments should constantly improve their monitoring 

and auditing work and should eliminate in good time and promptly the detected 
shortcomings and violations. 


The plan and budget for 1982 are tight but practicable. Much political and organ- 


izing work, the putting of all reserves and means to use and the extensive develop- 
ment of socialist competition are needed for their fulfillment. 
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Comrade L. |. Brezhnev indicated: "Lt is necessary to work better. ‘lo draw up the 
plans better and to fulfill them better. To organize production better and to pro- 
duce better. In short, to work more efficiently." 


The workers of the financial system are working worthily on the implementation of 
the socioeconomic program of the party. Having taken an active part in the nation- 
al socialist competition, they have assumed higher socialist obligations for the 
second year of the five-year plan. The successful fulfillment of the state budget 
and the socialist obligations of financial organs for 1982 will be their contribu- 
tion to the accomplishment of the imposing tasks of the building of communisn, 
which were advanced by the 26th CPSU Congress. 


COPYRIGHT: "Finansy SSSR", 1982 
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INDUSTRIAL DEVELOPMENT AND PERFORMANCE 


ALTERNATIVES IN EVALUATING INDUSTRIAL PRODUCTION RESULTS 


Moscow IZVESTIYA AKADEMII NAUK sssr: SERIYA EKONOMICHESKAYA in Russian No 6, Nov= 
Dec 81 pp 62-73 


fArticle by G. I. Khanin: "Alternative Evaluations of the Results of the Economic 
Activity of Industrial Production Units''7 


ftext/ A procedure for reevaluating the dynamics of the cost 
indicators of industry, taking sectorial peculiarities into ac- 
count, is being proposed. On the basis of alternative evalua- 
tions of economic indicators, the econonic proportions of the 
past 10 to 15 years are being evaluated in a new way: the 
change in the production cost of output, materials-intensive- 
ness, and correlation between the increase in average wage and 
the increase in labor productivity. 


Accurate information on work results is an important condition for soundness in 
planning the activity of production units. Data on the dynamics of production 
volume at enterprises, in sectors and other parts of the national economy, on 
the efficiency of resource utilization in the base period, and on identification 
of new conditions and factors of economic development in the plan period serve 
as the basis for determining prospects for economic growth at all levels. Let us 
assume that the real dynamics of production volume and other economic indicators 
have been overstated previously in economic data in a number of production units, 
owing to insufficiently thorough consideration of processes taking place in the 
national economy (for example, an increase in repeated accounting, and so forth). 
As a result (when a counteractive drop in indicators by other production units is 
lacking), the real dynamics and efficiency in resource utilization are overstated 
at the level of central boards, ministries, sectors of industry, and so forth. 


Accordingly, planning organs overstate planning projections by using this data to 
formulate current and long-range plans. 


The least opportunities for misrepresentation of economic data exist in production 
units which turn out one or a few products--in electric power engineering, for 
example; the most opportunities exist in production units which turn out many pro- 
ducts with a frequently updated variety of products, especially in machine build- 
ing and such of its sectors as electronics, radio engineering, instrument making, 
and so forth. Thus the extent of misrepresentation of economic data by individual 
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sectors of industry differs. Meanwhile, planning organs usually consider economic 
data either as equally reliable for all sectors of the economy or as equally un- 
reliable. At the same time, the objectively existing and objectively possible 
correlations between the dynamics of individual sectors often are grossly violated. 


Let us suppose that the development of two interrelated sectors is being planned, 
one of which (A) supplies raw material and semimanufactures and has the least op- 
portunities to misrepresent economic data, and the other (B) produces a large va- 
riety of final products and has many opportunities to misrepresent data. In ac- 
cordance with planning organs' data, production volume of the first sector over 

a Seyear period has increased, let us say, by 20 percent, the volume of the second 
one has increased by 60 percent, and the correlation of their rates of increase is 
1 to 3. Having determined the opportunities for increase of sector A in the plan 
period on the basis of available resources, planning orgens thereby consider the 
growth rate of sector B, too. However, in reality, it is completely possible that 
the correct correlation between the growth rates of sectors A and B works out not 
to 1 to 3, but 1 tol.e. Because of misrepresentation of original data in the plan, 
the economic projections for all sectors ofthe economy are inevitably overstated, 
which can lead to serious disproportions among sectors. In this way, a significant 
real underfulfillment of plan targets is predetermined for sectors which turn out 
many different products and have rapid replacement of output just because of the 
lack of raw material and materials. 


After receiving unreal plan targets, ministries and enterprises are compelled to 
look for "ways" to fulfill them. They often find them by the same means by which 
they have achieved misrepresentation in the past: inflated prices, an increase in 
repeated accounting, an increase in materials~intensiveness, and so forth. Im the 
process, a dangerous repeating chain comes into being: erroneous data-inaccurate 
plan projectionsenew erroneous data=new inaccurate plan projections, and so forth. 


However, the consequences of applying erroneous data are not limited to unsound 
plan projections of the volume and pattern of production. They are one of the 
causes of the onset of a number of disproportions in the economy: the increase in 
the average wage exceeds the increase in labor productivity, increases in the pro- 
duction cost of output, the money supply /denezhnaya mas exceeds the commodity 
supply, an increase in wholesale prices, and so forth. 


Inaccuracy in evaluating the most important indicators of the activity of produc- 
tion units hampers the process of managing production. Management organs at all 
levels frequently are deprived of any reliable criterion for determining the real 
level of the state of the economy in the production units subordinate to them. 
The relative ease of obtaining better indicators by a fictitious increase in pro- 
duction often spurs economic managers not to a real increase in production effi- 
ciency but to a search for ways which make it possible for them to achieve the 
same indicators by disrupting the planned variety or by other violations of plan 
and economic discipline. Sin e the "best'' indicators of the activity of primary 
production units are also the same for higher organs, there are no effective in- 
centives capable of eradicating them. 
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Some economists believe that a more accurate evaluation of the activity of produc- 
tion units is the business of statistical organs alone. High hopes are placed 
that these organs can more accurately calculate (taking the hidden increase in 
wholesale prices into account) the indexes of wholesale prices for the output of 
individual sectors of the national economy and then recalculate on the basis of 
them the most important economic indicators of production units' activity. In 

the process, however, the complexity of calculating wholesale price indexes, which 
in a planned economy are changed in accordance with significantly more complex 
rules than in a market economy, for which considerable experience has been accumu- 
lated in their calculation, is underestimated. Moreover, the concealed increase 
in wholesale prices is an important factor, but not the only one, in misrepresen- 
tation of the dynamics of economic indicators, and the wholesale price indexes of 
suoordinate production units far from always coincide with the sectorial wholesale 
price indexes. 


The fact that in the past 10 to 15 years an increase in "hidden" wholesale prices, 
overstatement of material expenditures and other manifestations have taken place 
in a number of sectors, which give rise to misrepresentation of the real dynamics 
of synthetic economic indicators when they are not accounted for in economic esti-~ 
mates, does not require special evidence. Many facts which illustrate the scale 
of this phenomenon are provided in works by Spviet economists such as V. P. 
Krasovskiy, De Me Palterovich, Ye. A. Ivanov,* and others. 


An attemvt is made in certain works to assess the extent of the distorted effect 

of these factors on the dynamics of industrial production, principally machine 
building. Meanwhile, the most important task is to develop a procedure for deter 
mining alternative evaluations of economic activity, suitable for all basic pro- 
duction units from top to bottom. Moreover, not only the indicators of output 

and labor productivity dynamics are required, but the dynamics of a number of 

other indicators of production units' activity as well: production cost, profita- 
bility, profit, fixed production capital and the efficiency of its use-~and besides, 
not just in sectors of industry. 


The procedure for determining alternative evaluations of the results of the econo- 
mic activity of industrial production units cited in this article is based on se- 
veral reneral principles. 


1. Taking into account the different levels of data available in production units 
for a nuroer of indicators, several alternative evaluations are developed. The 
variations of evaluations for the highest-level units (industries, sectors, minis- 
tries) are presented most extensively, and less extensively for those of lower 
level. 


e. Inasmuch as each evaluation has shortcomings all the same, a final evaluation, 
defined as the average of the individual alternative evaluations, is used as a 
gape of the results of production units' activity. 





* Krasovskiy, Ve Le, ‘Problemy ekonomiki kapital 'nykh vlozheniy" /Problems in the 
Economy of Capital Investments/, Moscow, 1967; Palterovich, D. M., "Park proiz~ 
vodstvennogo oborudovaniya'' he Inventory of Production Equipment/, Moscow, 1972; 
ivanov, Be. Ae, "Vosproizvodstvo i ispol'zovaniye osnovnykh fondov" /Reproduction 
and Utilization of Fixed Capital/, Moscow, 1968, 
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3. Since the use of cost evaluations produces the most misrepresentative effect 
on the results of production units' activity, alternative evaluations are based 
principally on the natural and physical indicators of the production units' acti- 
vity or the cost indicators which are least subjected to the influence of price 
displacements. 


The criterion of alternative evaluations which has more validity compared with 
existing evaluations is the significantly greater degree of coordination in the 
dynamics of individual interrelated indicators. 


As the calculations of the dynamics of the economic indicators of the industry of 
the USSR made by the author have shown, a complex of alternative evaluations makes 
it possible to ensure their full coordination, whereas the existing system of eva- 
luations makes it possible to coordinate only individual indicators which are in- 
terrelated in economic content. Most important in calculating alternative evalua- 
tions of economic units' activity is the calculation of the indicators of produc-~ 
tion dynamics. It is determined both by the importance of these indicators for 
the characteristics of the status of economic units as well as by the fact that 

a number of other economic indicators are calculated in the future on the basis 

of the production index. 


The most extensive group of alternative evaluations of the production index can 
be calculated at the level of an industry and its individual sectors, since the 
most extensive data are available at this level. 


The first alternative evaluation of a sector's production index is calculated in 
accordance with the labor method on the basis of a series of real indicators. 
Data on output volume in physical terms in the base period and the period under 
review and data on the normative labor-intensiveness of production in the period 
under review are utilized for this. The labor-intensiveness of output reflects 
the real magnitude of an entervrise's expenditures to produce output. The pro- 
duction index, obtained by the method cited, is free of misrepresentations intro- 
duced into the gross production index by changes in naterials-intensiveness and 
the profitability of items, that is, the basic factors which misrepresent real 
change in production volume. However, it has certain shortcomings. Production 
growth at the cost of improvement in output quality when there is a slower in- 
crease in normative labor-intensiveness is not taken into full account. With re- 
gard to unequal deviations in actual labor-intensiveness from the norm for indivi- 
dual products, a disparity appears between the normative and actual proportions 
in the use of manpower resources to produce these items. Since normative labor- 
intensiveness is calculated on the basis of the labor input of basic production 
workers, deviations in the proportions of these labor inputs in the manufacture 
of individual forms of output and the labor inputs of a given category of workers 
are possible. 


In calculating the production index in accordance with the labor method (as well 

as certain other alternative evaluations), two specigic problems arise at the sec- 

tor level. An independent calculation (regardless of the enterprises which are 

part of the sector)of the index in accordance with the method cited is possible 

only on the basis of that part of the products list for which data on its produc- 
tion volume are available in the appropriate departments of the USSR Gosplan and 
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in USSR ministries. The proportion of a sector's output included in the products 
list of the USSR Gosplan and individual ministries may fluctuate according to the 
years of the period being analyzed. For this reason, it is necessary when calcu- 
lating the indexes that an approximately equal proportion of output included in 

the index be ensured in the base year and the year under review (when necessary, 
enterprises are asked about additional data on production and the normative labor- 
intensiveness of output). Coupled with the problem named is the problem of the 
comparability of output which was not produced in the base year. Often new output 
is a modified version of previous output. For this reason, in formulating a pro- 
ducts list to calculate the index in accordance with the labor method, it is neces- 
sary to include in the calculation the production volume of the output of such 
nature being replaced, using for these forms the normative labor-intensiveness of 
products in the base period by way of an exception as a balance /¥ kachestve vesov/. 


A second method of determining an alternative evaluation of the production index 

is based on the interrelationship between changes in the production cost of compar- 
able commodity production and labor productivity. In using this method, one sim- 
plifying assumption is made: the correlation between the change in average wage and 
labor productivity per worker is taken as the only factor in the change of the pro- 
duction cost of comparable commodity production. Other factors affecting production 
cost (a change in materials-intensiveness of output, amortization deductions, and 

so forth) are taken as constant quantities. Assumption of the invariability of the 
influence of materials input on the magnitude of production cost, taking their large 
proportion in the production cost of output into account, gives rise to the most 
doubt. Among the physical inputs it is necessary to single out the complete units 
of articles and materials. For comparable forms of output in the base period and 
the period under review, the expenditures for complete units of articles are equal. 
Analysis of the correlation between the dynamics of national income and the gross 
national product and the gross and net production of sectors of industry in deve- 
loped capitalist courtries demonstrates the extraordinary closeness of these in- 
dicators. Ten-year } riods are required for a change in recovery capital /fond 
vozmeshcheniya/ by one or two points. Of course, such stability in the proportion 
of physical inputs in gross production as a whole for the national economy and sec- 
tors may be partially achieved through a mutually assisting increase and reduction 
of physical inputs in the production of individual products. The movement of prices 
for individual groups of products and reinforcement of production cooperation and 
specialization also play a considerable role in the dynamics of this correlation. 
However, experience shows that substantial changes in the expenditure of materials 
appear, as a rule,when new products are turned out as a result of the emergence of 
extensive design changes. C.rtain changes in materials input in connection with 

the use of new technology, introduction of rationalization proposals, and so forth, 
usually have a slight effect on the production cost of output (although the reserves 
of a change in the materials-intensiveness of industrial output already in produc- 
tion at present are significant because of the wasteful use of materials when they 
are turned out). 


Calculation of the interrelationship of a change in labor productivity, proceeding 


from a change in the production cost of comparable commodity output, is expressed 


in the following formula: Ip IZ, ,KZ;) 
y= 


i] 
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where "IPij'" is the rate of increase (reduction) in labor productivity in "i" 
month of '"'3"' year compared with the corresponding period of the previous yea:, 

in percent; "ICij" is the rate of increase (reduction) in the production cost of 
comparable commodity output in month "i" of "j" year compared with the correspond- 
ing period of the previous year, in percent; '"KZij" is the proportion of wages and 
deductions for social insurance in the production cost of output in month "i" of 
the year under review; and "IZij" is the rate of increase (reduction) in the ave- 
rage wonthly wage of industrial-production personnel in month "i" of "j" year 
compared with the corresponding period of the previous year, in percent. 





After calculation of the index of the change in labor productivity, proceeding 
from the change in the production cost of output, the production index is com 
puted (index of the number of workers is multiplied by the index of labor produc- 
tivity). 


A third method of determining an alternative production index is based on the 
change in the volume of consumption by a production unit of raw material and ma- 
terials (without making up a complete set). The statistics of developed capital- 
ist countries point to a nearly direct proportional dependence between a change 
in consumption of raw material and materials and an increase in the production 
volume of output, both for industry and for its individual sectors. The presence 
of such an interrelationship is easily explainable: turning out additional produc- 
tion volume requires a corresponding increase in the inputs of raw material and 
materials. The direct proportional dependence between the production index and 
the index of consumption of raw material and materials can be disrupted mainly 

in two circumstances: the output of structurally more modern new production with 
less input of raw material and materials per unit of net gain /na yedinitsu 
poleznogo effekta/ and improvement in the use of materials in manufacturing old 
output (as well as a combination of these two directions). If the statistics of 
developed capitalist countries are traced, the gap between the dynamics of output 
and the dynamics of consumption of raw material and materials is not great and, 
as a rule, does not exceed O.<c to 0.3 percentage points annually. 


Some inaccuracy in this method is connected with the possibility of a change in 
the effectiveness cof use of material resources and the different materials-inten- 
Siveness of individual forms of output, which leads to a deviation in the produc~ 
tion index from the index of consumption of raw material and mateiials when there 
are shifts in assortment. 


A fourth method of determining an alternative production index is based on the es- 
tablishment of correlation between the change in electric power consumption per 
worker and the change in tne level of labor productivity in the United States. 


At the present time, electric motors are the motive force of most of the tools of 
labor used in industry, and the process of production is accompanied by the use of 
electric power for motive and technological needs. At the same time, there is a 
direct link between the capacity of electric motors and the productivity of the 
corresponding equipment, and consequently, between labor productivity and electric 
power consumptio. per worker as well. Labor productivity depends on the producti- 
vity of the equipment and on the intensiveness of its use. At the same time, the 
use of more productive equipment and increasing the intensiveness of its use is 
‘companied by an increase in electric power consumption. 


37 





Another correlation used in this method is that, in similar sectors of industry 
there exists a roughly equal proportion in one interval of electric power per work- 
er between the dynamics of labor productivity and electric power consumption per 
worker in the USSR and the United States. The validity of the correlation cited 

is determined primarily by its technological nature and its dependence on the spe- 
cific level of production technology, which also is directly linked with electric 
power consumption per worker. 


The shortcoming of the fourth method is that it is impossible to guarantee absolute 
identity of the correlation between the change in labor productivity and electric 
power consumption per worker in the USSR and the United States even in similar sec- 
tors of industry in one interval of electric power consumption per worker. Such 
factors as the proportion between use of power for motive, technological and eco- 
nomic purposes and a change in efficiency in the use of electric power have an ef- 
fect on the nature of this correlation. The dynamics of these correlations may 
differ somewhat in the USSR and the United States even for equal intervals of elec- 
tric power consumption per worker in similar sectors of industry. 


A fifth method of finding an alternative production index is based on determination 
of the level of fulfillment of plan targets in accordance with the volume of pro- 
duction output in physical terms. In establishing plan targets, especially in an- 
nual pians, a relative proportionality is ensured between targets in accordance 
with an increase in production in physical and cost terms. This proportionality 

is disrupted in the course of fulfilling the plan through a hidden price increase, 
by increasing materials-intensiveness, and so forth. For this reason, the results 
of target fulfillment may also be evaluated in accordance with overall production 
volume according to the level of fulfillment of plan targets in physical terms. 


Calculation of an alternative index in accordance with the fifth method is as fol- 
lows, Firstly, the level of fulfillment of plan targets for each item of the pro- 
ducts list is determined. The overall level of fulfillment of plan targets in 
physical terms is defined as the average weighted fulfillment of targets in accord- 
ance with the individual items of the products list. The normative or actual 
labor=intensiveness of products is taken as the weights. Then the index of pro- 
duction volume established by the plan is adjusted to the level of plan fulfill- 
ment in physical terms. 


The shortcoming of this method is that sometimes the plan targets in physical 
terms cover a limited and often the smallest part of the output of a production 
unit and there is no guarantee that correlation between fulfillment of targets 

in accordance with the planned products list and another products list is equal. 
The conformity between targets according to a products list and overall production 
volume is not always established precisely. Finally, in a number of sectors of 
machine building (instrument making, electronics, and so forth), the plan targets 
in accordance with a products list, especially in long-range plans, cover an in- 
Significant part of output, and they are not established for a number of subsectors 
of machine building, 
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A sixth method of determining an alternative production index is based on estab- 
lishment of a chance in correlation between the production cost of exported out- 
put and export receipts for this output (in invariable world prices). In essence, 
this method is a modification of the second method, The use of invariable world 
prices ensures comparability of different forms of output. The indicator obtained 
represents a change in the production cost of exported output per ruble of foreign 
currency Zinvalyutnaya/ receipts. The invariability of world prices is ensured 

by use of the index of world (export) prices for the period analyzed. The shift 
from the index of change in the production cost of exported output to the produc- 
tion index is accomplished just as in the second method. 


Shortcomings in this method are as follows. Significant difficulties are presented 
in determining the indexes of export prices. In practice, they are in accordance 
with a consolidated products list of output; for individual items of a detailed 
products list, they may not coincide with indexes of a consolidated products list. 
Indexes of world prices in a number of sectors of industry, especially in machine 
buiiding, are characterized at present by serious deficiencies, and change in pro- 
duct quality is not adequately taken into account in them, in particular. A change 
in the production cost of output sold on the domestic and foreign market does not 
always coincide. 


Despite the shortcomings inherent in each methoc, they all reflect productian dy- 
namics accurately enough. The close data of indicators of the dynamics of indus- 
trial output for a number of 5-year periods, obtained by the author in calculating 
with all the methods enumerated* indicates this. Let us refer to the data for two 
periods in machine building (an increase in output for a S-year period is taken 
for a unit, calculated by the first method, in percent): 


Method 1961-1965 1966-1970 
Second nd 0.93 
Third 0.8 0.97 
Yourth 0.87 1.0 
Fifth 5 FS I 0.97 
Sixth rated 0.93 


Of course, the positive results of calculations according to the methods proposed 
at the level of all industry or its major sectors does not ruarantee absolute ac- 
curacy of each one of them for the lower levels of management. Further research 
on the more separated sectors of industry, central boards and enterprises makes it 
possible to determine for precisely the validity of individual alternative evalua- 
tions for production units of a lower level. In view of the limited data on lower 
levels of manarcement, some methods either cannot be used generally or centralized 
provision of the appropriate data is necessary for their use (indexes of world 
prices, correlation between an increase in electric power consumption per worker 
and an increase in labor productivity in sectors of industry in the United States, 
and so forth). 





*in view of the lack of necessary data, calculations for the second and sixth me~- 
thods were made only for 1966-1970. 
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A final alternative evaluation of the production index is made by calculating the 
arithmetical mean of individual alternative evaluations. To a definite degree, 
the errors which appear when individual methods are used are thereby mutually can~ 
celed. Use of an arithmetical mean for a final evaluation is explained by the ime 
possibility of selecting the most preferable alternative method--they all are as- 
sumed to be equivalent. 


Establishment of a final alternative evaluation of a production index makes it 
possible to give an alternative evaluation to the dynamics of labor productivity, 
which represents the quotient of the division of a final alternative evaluation 

of the production index by the index of the number of industrial-production per- 
sonnel. The index of labor productivity obtained makes it possible to more pre- 
cisely determine the correlation between an increase in average wage and an in-~ 
crease in labor productivity than by using the index of gross production output 
per worker, The calculations made by the author of this correlation for all in- 
dustry have shown that in the last 10 to 15 years, the average annual wage in in- 
dustry increased, as a rule, faster than labor productivity. This situation (to- 
gether with the influence of increased prices on raw material and materials as a 
result of the price reforms of 1967 and the tendencies of enterprises to overstate 
norms of profitability) also has led to quite a rapid increase in wholesale prices 
in recent years. 


Indicators of the dynamics of fixed production capital in effect inaccurately re- 
flect their change with regard to the fact that, with the increase in wholesale 
prices for equipment and the cost of construction and installation operations, the 
cost of fixed production capital is increasing more rapidly than its physical vo- 
lume, For a more reliable determination of the dynamics of fixed production capi- 
tal, a preliminary determination of the price indexes for fixed production capital 
being introduced is required. It is calculated as the weighted mean (according 

to the proportion of machinery and equipment and construction and installation ope- 
rations) of the change in prices for machinery and equipment and the cost of con- 
struction and installation operations. Since increase in prices is the basic fac~ 
tor in overstatement of the dynamics of the output of machine building, the magni- 
tude by which the gross production index exceeds an alternative production index 
may be taken as the price index of the output of the sector cited. In much the 
same way, the price index for construction and installation operations is deter- 
mined on the basis that the index of these operations exceeds their alternative 
index. 


Recalculation of the introduction of fixed production capital from current capital 
in invariable prices fiz tekushchikh v neizmennyye tse with the aid of a price 
index makes it possible to calculate an alternative index of fixed production capi- 
tal, 


Since data on the price index for fixed production capital are lacking at the level 

of individual production units, an alternative index can be calculated by a simpler 

method, The dynamics of thecapacity of electric motors and electrical equipment _ 
is proposed as an indicator of the dynamics of the assets portion /aktivnaya chast!/ 
of fixed production capital. This correlation is established in accordance with 
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statistical data on industry in the United States for similar sectors in the in- 
dustry of the USSR and in an equal interval of the electric power-worker ratio. 

As the author's calculations have shown, the index of the dynamics of the assets 
portion of fixed production capital, computed on the basis of the price index for 
fixed production capital and the dynamics of the capacity of electric motors 
and electrical equipment, are close in value. If the index of the increase in 
fixed production capital of the industry of the USSR,* calculated by taking into 
account the prices for fixed production capital, is taken for a unit, the index, 
computed on the basis of the capacity of electric motors and electrical equipment, 
will amount to 0-95 for 1956-1960, 1.16 for 1961-1965, and 1.2 for 1966-1970. 


The shortcoming of this index is that it does not take into account all the changes 
in correlation of elements of fixed production capital, as well as certain possible 
differences in correlation of the dynamics of capacity of electric motors and elec- 
trical equipment and the dynamics of the cost of equipment in the USSR and the Uni- 
ted States. 


Comparison of an alternative production index and an alternative index of fixed 
production capital makes it possible to determine an alternative index of the 
output-capital ratio. Since the real dynamics of production and fixed production 
capital are misrepresented (overstated) owing to the increase in wholesale prices, 
an alternative index of the output-capital ratio is closer to what is being computed 
at present than the indexes of production and fixed production capital. On the ba- 
sis of an alternative index of fixed production capital and the index of the number 
of industrial-production personnel, an alternative index of the electric power~ 
worker ratio is determined. 


An alternative index of the materials-intensiveness of production is calculated as 
the relationship of the index of the consumption of raw material and materials 
(without complete sets being made up) to an alternative production index. With re- 
gard to the fact that a change in the price index for raw material and materials 

is taken into account rather precisely in statistical calculations, but the produc- 
tion index often is overstated, a false impression is created about reduction in 
the materials-intensiveness of production. 


Three methods of alternative evaluation of the change in production cost are being 
used. Under the first method, changes in the production cost of comparable commo- 
dity production are evaluated. The output produced for over 5 years is taken as 
comparable. The most important distinction of this method from calculations of the 
change in production cost of a given form of commodity output being made at present 
has been included in this. The lack of an accounting of the period of assimilation 
in calculations of the reduction in production cost of comparable output leads to 
the production of the first years of assimilation with high initial inputs being 
included in the calculation on a level with old production. Meanwhile, the rapid 





* Conversion of the existing index of the fixed production capital of industry to 
an alternative evaluation was made by the author by correlation of the dynamics of 
the fixed production capital of the national economy according to data of the USSR 
Central Statistical Commission and an alternative evaluation of the dynamics of the 
fixed production capital of the national economy. 
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reduction of the production cost of new output often does not signify at alla 
real reduction in national economic expenditures for a unit of net gain, which 

can even increase in connection with an increase in new production of more expen- 
Bive production cost. For this reason, only the output which has passed through 
the period of assimilation should be taken in the calculation so that the real 
long-term factors in reduction of its production cost are taken into account. By 
the third year, as a rule, the period of rapid reduction in the initially high ex- 
penditures also comes to an end as a result of the assimilation of output. 


The inaccuracy of the method is connected with a certain conditionality in the re- 
ferral of production to what is comparable, since the effect of long-term factors 
of the change in production cost for its individual forms comes not after the third 
year from the beginning of assimilation, but in other periods. 


A second method of determining production cost of output is based on comparison of 
the chanre in expenditures for output of a product and a final alternative produc- 
tion index. The greatest complexity in realization of this method lies in the ex- 
clusion from calculation of the increase in prices to make up complete units. In 
the absence of necessary data, the index of the volume of expenditures may be cal- 
culated after deduction of complete units. 


A third (factorial [pofaktornyy/ ) method of determining the change in production 
cost of output is based on indicators defined previously: changes in the level of 
use of individual elements of production cost and the proportion of the elements 
of production cost in the overall volume of expenditures. 


The inaccuracy of this method is connected with certain inaccuracy in the indexes 
of change in the individual forms of expenditures. 


The final evaluation of the change in the production cost of output is defined as 
the arithmetical mean of three alternative evaluations. 








With regard to the increase in wholesale prices in recent years, the increase in 
profit for industry as a whole and in sectors with many different products in par- 
ticular is being misrepresented (these sectors produce most of the output of in- 
dustry). The increase in wholesale prices (when the production cost of output is 
invariable) gives rise to a more rapid increase in profit in comparison with gross 
production volume. In most sectors, profit makes up a small part of the cost of 
fross output (20-25 percent). When there are invariable absolute production costs, 
the increase in profit is as many times greater than the increase in wholesale 
prices as its volume is less than gross production. Thus, an increase in wholesale 
prices by 3 percent leads to overstatement of the gross production index by three 
points, and of profit (when its proportion in gross production is equal to 20 per- 
cent) by 15 points. Only the increase in real outlays taking place in the national 
economy per unit of output and the increase in prices for making up complete sets 
Slightly retards an increase in profit in industry. Such an overstatement of the 
real increase ir profit creates a false impression of the significant increase in 


the volume of surplus output in the national economy. 
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The basic point of determining an alternative index of profit consists of reevalua-~ 
tion in prices of the base year in conformity with previously computed alternative 
evaluations of the economic indicators of all elements of gross output which deter- 
mine profit volume, With this objective, the gross output volume and the volume 

of expenditures for production are recalculated in prices of the base year. Deter-~ 
mination of the real volume of expenditures is a well-known complication. It is 
calculated in the following way in prices of the base year. Variable and fixed 
constant expenditures are singled out in the volume of expenditures. The volume 

of variable expenditures of the base year is multiplied by the final alternative 
production index. To this product is added the volume of fixed constant expendi- 
tures. The sum obtained is divided by the final index of the change in the produc- 
tion cost of output. An alternative profit index is computed as the relationship 
of the alternative volume of profit of the year under review to the profit of the 
base year. 


An alternative index of profitability is the relationship of the alternative index 
of profit to an alternative index of fixed production capital. 


Shortcomings in the alternative evaluations of the indexes of profit and profita- 
bility are connected with the conditionality cf dividing expenditures into variable 
and fixed constant categories and with certain inaccuracy in determining alterna~ 
tive evaluations of the indexes of economic indicators which determine the volume 
and dynamics of profit and profitability. 


The general principles and techniques of determining alternative evaluations of 
economic indicators and industry also may be used (taking sectorial specifics into 
account) in such sectors of the national economy as capital construction and motor 
vehicle transport. Jt is well known that there is no less significant misrepresen~ 
tation of the real dynamics of economic indicators in these sectors than in @ num= 
ber of sectors of industry. Calculations made by the author have shown, for ex- 
ample, that in the past two five-year plans the gap between alternative evaluations 
and indexes of construction and installation operations and freight turnover in 
motor vehicle transport was even creater than in industry. 


In examining the methods of determining alternative evaluations of the indexes of 
labor productivity, the example was cited of how calculation of alternative evalua~ 
tions makes it possible to explain the increase of wholesale prices and the rise 
in production cost taking place in industry, and to make more precise evaluations 
of the change in materials-intensiveness of production. There are a number of 
other important economic conclusions obtained on the basis of alternative evalua- 
tions, which can be used both to explain economic processes taking place in the 
national economy as well as for sounder planning. With the aid of alternative 
evaluations, the possibility of establishing a more workable proportion between 
the increase in extractive and processing industry arises (under alternative eva- 
vations these sectors have developed at nearly equal rates). In the past two or 
hree five-year plans, a correlation unprecedented for developed countries has ta~ 
‘en place in the industry of the USSR between the dynamics of electric power con- 
sumption in industry and the increase in industrial production, as well as between 
che consumption in machine building of ferrous and nonferrous metals and the dyna- 
mics of machine building production: industrial production increased more rapidly 
than electric power consumption, and the increase in machine building output oute 
“.pped consumption of ferrous and nonferrous metals by machine building by 2 to 
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2.5 times. It is natural that the same correlation was established in the formu- 
lation of current and long-range plans. Calculation of alternative evaluations 
has made it possible to establish that a significant advance in the increase in 
electric power consumption compared with the increase in industrial output and 
the small excess (approximately by 1.2 times as much) of the increase in machine 
building output compared with the increase in ferrous and nonferrous metals con- 
sumption, customary for developed countries, also have been observed in the in-~ 
dustry of the USSR in the past two or three five-year plans. The growth rates of 
the output of the building materials industry and the volume of construction and 
installation operations have converged significantly, the correlation between the 
volume of rail shipments and the national income has been made more precise, and 
the increase in national income exceeded only slightly the increase in rail and 
motor vehicle shipments. 


Use of alternative evaluations of economic indicators is making it possible for 

all management and planning organs of the national ecanomy to determine with more 
validity the real indicators of the economic activity of subordinate organizations 
and to give a correct qualitative evaluation to the work of the managers of all 
sections of the national economy. Alternative evaluations also may be widely used 
by scientific research economic institutes and the price~-setting organs of the 
credit and financial system and people's control organs. As far as planning organs 
are concerned, theycan establish with greater validity the rates and proportions 

in development of the economy in annual and long-range plans, and undertake timely 
steps to check undesirable manifestations in the country's economy. 


COPYRIGHT: Izdatel'stvo "Nauka", "Izvestiya AN SSSR, seriya ekonomicheskaya", 1981 
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RESOURCE UTILIZATION AND SUPPLY 


GOSSNAB OFFICIAL DISCUSSES SUPPLY PROBLEMS 
Moscow SOTSIALISTICHESKAYA INDUSTRIYA in Russian 16 Oct 81 p 2 


[Article by Gossnab First Deputy Chairman V, Kulikov: "Economical Operation and 
Supply") 


[Text] In the fulfillment of the CPSU Central Committee and 
USSR Council of Ministers decree on "Intensification of the work 
for economical and efficient utilization of the raw material, 
fuel and energy and other physical resources" a major role is 
played by the organs of state material and technical supply. 
What has already been done and what still will be done to in- 
prove the work of these organs is discussed by USSR Gossnab 
First Deputy Chairman and Hero of Socialist Labor V. Kulikov. 


The principal conclusion to be drawn from an analysis of the results of the fulfill- 
ment of the CPSU Central Committee and USSR Council of Ministers decree is that 
the workers of the state system of material and technical supply have markedly in- 
tensified their work for the organization of a thrift movement and they are study- 
ing the advanced experience of economical operation. This work is now obtaining 
optimum organization in the Institute of Packaging and Wrapping of Gossnab USSR, 
in the Moscow City Main Territorial Administration, and in Gossnab of the Ukraine 
and the main territorial administrations subordinate to it, A good beginning in 
the restructuring of the administration as a system of economical operation has 
been made in the Gossnab's of Estonia and Kazakhstan and in the Middle Volga, 
Volga-Vyatka and West Siberian main territorial administrations. 


But unfortunately there are still organizations where this work is moving at a slow 
pace and where the measures planned are not specific and not basically sound. Nor 
do they show any progress in improvement of the organizational structure. Among 
the lagging ones are the South Ural and East Siberian main territorial administra- 
tions, the Volga area main supply administration, and the Gossnab's of Moldavia, 
Latvia and Uzbekistan. The board of Gossnab USSR has not been unaware of these 
facts and has required a fundamental change in the organization of the work for 
‘onomical operation and efficient utilization of the material resources. No one 
as given time to vacillate. 


What tasks do we consider top priority? There is need to decisively strengthen 


State control over the economical expenditure of material resources in the national 
economy . 
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For the workers of Gossnab USSR the matter of economical operation is of course 
not a new problem. In the last five-year plan we were able to return to economic 
turnover 15 billion rubles of above-norm and surplus reserves alone. But life 
does not stand still. We must now subordinate the entire system of supply and 
Sales to the task of resolving the problem of achieving economy of material re- 
sources. This entails a qualitatively new approach to our work and seeing to it 
that we strengthen the orientation of production toward increased results in 
amounts which exceed material expenditures. For this purpose we will obtain an 
all-round reduction of energy- and material-intensive production. We need to in- 
crease the effectiveness of the use of structural and other materials and all types 
of raw material and energy and to reduce the amount of wastes and losses in pro- 
cessing, storage and transport. It is extremely important to provide for a fuller 
use of secondary resources in production. 


Even this list of tasks shows clearly that the accomplishment of these tasks 
touches upon every aspect of our life and that no subdivision of Gossnab USSR can 
or will fail to be involved. Also now being examined from this standpoint are the 
organization and maintenance of the work of the central apparatus, the Gossnab's 
of the Union republics, and the main territorial administrations. Each of the 
organs of material and technical supply must play the role of organizer of the 
work for efficient use of the types of resources within "its jurisdiction." But 
there is no place in this for formalism and cliches. There are no walls among 
those who are concerned with raw materials and construction materials and those 
who deal with the output of the processing industries although the specific 
character of their work for economy is quite essential. Not to notice this means 
weakening the administration of the country's economy regime. 


Take, for example, the matter of improving the use of ferrous metals. Where, let 
us say, the Soyuzglavmettal [Main Administration of Interrepublic Deliveries of 
Metal Products] is trying to achieve a reasonable consumption of rolled metal, the 
machine-building administration, for example, is supplying effective metal-working 
equipment. Where and in what can they cooperate and complement each other's ef- 
forts? For example, to reduce the amount of metal wastes it is necessary to in- 
crease the proportion of metal-producing equipment from the current 21 percent to 
25 percent. This change in the structure is followed also by a considerable saving 
of metal. 


To step up the role of the organs of material and technical supply in the struggie 
for economy we plan to carry out a fundamental change in the work of the 
Soyuzglavsnabsbyty [main administrations for interrepublic supply and sales] with 
the consumers and manufacturers and with the customers and planning organizations. 
Together with the territorial administrations, they must analyze the declared 
requirements for resources from the standpoint of the existing norms, the balances, 
the technical documentation, the surpluses, and the reserves. Only on this basis 
can decisions also be made with respect to economical use of these. And, together 
with the sector ministries, they must resolve the problems of increasing the pro- 
duction of economical and progressive materials and products and that of removing 
outmoded products from production. Together with the leading planning organiza- 
tions, the Soyuzglavsnabsbyty will evaluate the progressiveness of the planning de- 
cisions from the standpoint of optimum use of resource-economical equipment and 
materials. And they must of course carry out systematic supervision of the work of 
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the relevant administrations and divisions of the Gossnab's of the Union repub- 
lics and main territorial administrations. 


All the Soyuzglavsnabsbyty have worked out measures for economizing on material 
resources for the llth Five-Year Plan. In many of these, as for example, 
Soyuzglavtara [Main Administration for Supply and Sales of Packaging], Soyuzglav- 
elektroapparat [Main Administration for Supply and Sales of Electrical Equipment], 
Soyuzglavpodshipnik [Main Administration for Supply and Sales of Bearings] and 
Soyuzglavstankoinstrument [Main Administration for Supply and Sales of Machine Tools], 
the plans are well thought out and they furnish a sound basis for every measure. 
They also calculate the economic effectiveness which will be attained in 1985. But 

a number of other Soyuzglavsnabsbyty have still not achieved a complete grasp of the 
concrete problems entailed in economical operation. The time limits for fulfillment 
of the measures have not been defined. These plans frequently include items which 
are part of the everyday duties of the coworkers of the administrations. 


Perhaps the most serious problem pertaining to improvement of the work of the 
Soyuzglavsnabsbyty in the realm of economical operation is the problem of accurate 
fulfillment of the specifications presented for drawing up work orders. Un- 
fortunately, it happens that the orders are issued with deviations from the brands 
and sizes ordered. And this leads to an overexpenditure of material resources, 
rolled ferrous metals. cable products, plastic, plywood and cardboard. Why is this 
happening? 


Under the current evaluation indicators the manufacturers find it advantageous to 
produce output which requires more material but less time for manufacture. And 

in placing the goods orders the Soyuzglavsnabsbyty actually consider the situation 
at the enterprises and do not try for the production of products that are econom- 
ical and needed by the customer. What economy can be entailed when Soyuzglavmetall, 
for example, orders from Gossnab of Kazakhstan a corner with dimensions 100 by 200 
instead of 50 by 70 and issues an order for 18-19 millimeter diameter circles 
instead of 10-16 millimeters. In the first case there is an overexpenditure of 
7,000 tons of rolled metal and in the second case 9,000 tons. 


There has been a considerable increase in the responsibility of the 
Soyuzglavkomplekty [Main Administrations for the Supply of Complete Sets of Equip- 
ment] for the saving of material resources in the construction projects. They are 
tasked with constantly striving for effective use of equipment and cable and other 
articles and of recommending to the planners more progressive equipment than is 
sometimes stipulated in the plans. There is a lot of work to be done in this re- 
spect. For the present this is the way it is: the more actively the 
Soyuzglavkomplekty check the justifiability of the equipment reserves at the ccn- 
struction projects the more of this equipment remains at the site after the 
project is turned over for operation. 


the Gossnab's of the Union republics and the main territorial administrations of 
Gossnab USSR have become organizers of the work for eaonomy of resources at the 
sites. Their tasks are broad in scope. They must organize the introduction of 
progressive norms for expenditure of the raw material, materials and products dis- 
tributed by Gossnab USSR; they must provide for replacement of the products in 
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short supply; and they must insure full use of the new types of raw materials and 
materials. 


Work which is given particular prominence is that of bringing to light potential- 
ities for economical use of material resources by the consumers. There are many 
problems connected with this. One of them is the fact that not all the enter- 
prises and organizations submit to the territorial organs of Gossnab USSR the 
necessary reports, as for example the complete balance sheets. Sometimes these 
reports have to be dragged from them literally with pincers. These balances must 
obviously jibe with those in the statistical reports and the territorial organs 
should not take up the matter of allocating the material resources if the reports 
are not submitted on time. The same thing applies to the data on surplus reserves. 
For example, in Lithuania this data is being withheld by 125 enterprises.and in 
Estonia by 44. And this is after all tantamount to attempting to steal state re- 
sources. 


Another of the complex issues in a regime of economy is the determination of the 
precise requirements for material resources. According to the data of a spot 

check of 25 construction projects, their requirement for large-gage cable was over- 
stated by 10 percent and for copper by weight 25 percent. What is to blame for 
this? It's hard to find out because the plans and estimates of the construction 
Organizations are checked in a perfunctory manner and irregularly. 


The question is frequently asked: What manpower will be used to carry out the work 
of economy of material resources? Doesn't it call for beefing up the administra- 
tive staffs? I will say outright: there will be no additional personnel. And 
what is more,none will be needed: there is nothing parallel to it in the activity 
of the organs of Gossnab USSR; it is their basic and chief task, 


It will of course be necessary to set up special subdivisions and services to or- 
ganize and coordinate the economy work. But this will be done within the limits 
of the personnel tables of organization. And there will be enough specialists if 
the supply and sales functions do not prevent their participation in the work of 
economizing on material resources. We must not have some workers concerned with 
distribution of resources and others with the economizing of them. 





The thrift regime has its beginnings long before the consumption of actual re- 
sources. It begins with a determination of the need for these resources, the pre- 
vention of excesses in the use of the output, the issuance of orders for economi- 
cal materials and material-saving equipment, and thorough analysis of the expendi- 
ture norms and the operational balances. In short, the supply and sales activity 
must become on the one hand an obstacle on the path of irrational outlays and on 
the other a powerful lever in the policy of economy of materials. 
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INTRODUCTION OF NEW TECHNOLOGY 


ROLE OF STANDARDS IN PROMOTING PROGRESS 
USSR Gosstandart Chairman 
Moscow SOTSIALISTICHESKAYA INDUSTRIYA in Russian 18 Oct 81 p 2 


[Article by V. Boytsov, chairman of the USSR Gosstandart: 'The System Guarantees 
Quality" ] 


[Text] If one speaks about the components of efficiency for one or another type of 
production and the tiational economy as a whole, we would first of all mention prod- 
uct quality. Not only because high quality by itself is effective as this means a 
new organization of production, modern equipment and production methods as well as 
a different, more creative and responsible attitude by the executors to their labor. 
All of this in and of itself ensures economicness in the various stages of indus- 
trial production. But the final result is the product which brings together all 
that is advanced, progressive and rational from the viewpoint of utilizing the 
material, energy and labor resources. Like a chain reaction this ensures the same 
thing in the other consuming economic sectors. The Basic Directions for National 
Economic Development particularly emphasize: "To steadily increase the efficiency 
of social production on the basis of its all-round intensification and to improve 
product quality...in all the sectors." 


As is known, the comprehensive system of product quality control (KSUKP), widely 
known under the name of the L'vov system, is aimed at achieving this goal. This 
system has been approved by the CPSU Central Committee and has become widespread. 


Where the KSUKP has been introduced, the output of superior quality product has in- 
creased by 1.5-2-fold in the overall production volume of the sectors or regions. 
Losses from damaged products have declined by an average of 2-4-fold and the number 
of complaints by 1.5-fold. For example, the KSUKP has made it possible for the 
L'vov Mikropribor [Microinstrument] Association during the last five-year plan to 
increase the proportional amount of superior quality products from 13 to 60 percent. 
the annual savings from introducing the system was over 700,000 rubles. At the 
Minpribor [Ministry of Instrument Making, Automation Equipment and Control Systems], 
‘ue to this, the proportional amount of superior quality product over the years of 
he Tenth Five-Year Plan increased by more than 4-fold. 


in order that this experience become widespread, we have worked out a range of 
basic documents which should encourage an improvement in quality control and bring 
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this work into a strictly controlled channel. This has also been due to the fact 
that there still is intersectorial isolation in the actions of the ministries and 
departments and in the activities of the researchers, developers, producers and 
consumers. For carrying out what has been planned in industry, 350 head and base 
Organizations have been estabiished as well as a network of su »ort enterprises. 
Their task is to test out the progressive method in terms of t .zcir sectors and then 
become a sort of school for introducing this in other collectives. 


The acquired experience has made it possible to take the next step, that is, to move 
on to setting up territorial systems for product quality control. Thus the Moscow 
city system has appeared. Within it over 500 enterprises have introduced the KSUKP. 
Over the years of the Tenth Five-Year Plan, the state Quality Mark has been awarded 
here to more than 5,500 products. The proportional amount of output for superior 
quality products in the total production volume has increased by 2.6-fold. This 
method is being successfully developed by the leading enterprises of Dnepropetrov- 
skaya Oblast and Krasnodarskiy Kray. The comprehensive systems for improving work 
efficiency and quality as set up in these regions simultaneously ensure the economic 
use of all the resources and thereby more directly influence the end result. Thus, 
product output in Krasnodarskiy Kray in recent years has increased by 24 percent. 
More than 550 million rubles worth of product have been sold above the established 
plan. Around 3,000 new products have been developed. Yet the proportional amount 
of product with the state Quality Mark has risen by 5-fold. The annual effect from 
the introduction of the comprehensive systems into the industry of Dnepropetrovskaya 
Oblast has exceeded 250 million rubles. The quota was overfulfilled for the growth 
of labor productivity. Much additional product was manufactured. Here 290,000 tons 
of ferrous metals were saved along with 800,000 tons of fuel, more than 1 billion 
kilowatt hours of electric power and many other resources. 


Standardization has become the technical normative and organizational base for all 
activities in the area of improving product quality and increasing efficiency. It 
has been turned into one of the important and effective instruments in planned 
national economic management. And we will endeavor to make maximum use of its ad- 
vantages for carrying out the decisions of the 26th CPSU Congress. In this regard, 
the Gosstandart, the ministries and departments, their head and base organizations 
are confronted with the following new tasks. In considering the recent achievements 
of the leading enterprises it is essential to revise and improve a number of stand- 
ards and technical conditions and to strengthen their role not only in increasing 
product quality but also in the economic use of resources. The system for planning, 
preparing and introducing the standards should provide in them as well as in the 
technical conditions (TU) the indicators for the material and energy intensiveness 
of the products, reliability and durability which consider the best achievements in 
Soviet and foreign science and technology. In the immediate future there are plans 
to test out the sectorial technical conditions for the degree to which they conform 
to the progressive standards for the consumption of raw products, materials, fuel 
and energy resources. At present only if the requirements of the standards are met 
will a product be examined for its conformity to the superior quality category. It 
is also essential to improve the very work of certification. 


Thus, the introduction of quality control systems has shown their effectiveness. 
Nevertheless, it is still too early to say that the KSUKP has already won firm posi- 
tions everywhere and is producing a good return. Many enterprises still underesti- 
mate the complexity of a comprehensive solution to the efficiency and quality 
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problem and approach this formally in just reporting so as not to be considered be- 
hind the times. Frequently the enterprise leaders stay away from this important 
work, turning it over to minor officials who have absolutely no rights and powers. 
As a result the essence of the system is emasculated, it ceases to be a comprehen- 
Sive one and naturally does not bear any tangible fruit. Others, having worked out 
the enterprise standards or having announced the princinle of defectless product 
manufacturing, consider their mission accomplished. 


As analysis indicates, this happens because of an inability or reticence to clearly 
formulate concrete tasks and goals for the system and to correctly define measures 
to achieve them. As is known, even the best system is a dead one if it is not 
given an organizational content. 


Understandably, such an approach inevitably leads to a situation where the system 
is not felt at all in production and remains on paper. For example, at the Altay- 
sel'mash [Altay Agricultural Machinery] Plant, a quality control system was adopted 
in 1980. However, the return of products due to all sorts of defects, in compari- 
son with the previous year, rose by 2 percent here. At the Altay Motor Plant, the 
number of complaints over the same period increased from 950 to 1,000. Product 
quality also dete riorated at the Zhdanovtyazhmash [Zhdanov Heavy Machinery] Associ- 
ation. The Gosstandart was forced to cancel the decisions of the ministries and 
territorial bodies on the introduction of comprehensive control systems at these 
enterprises. 


One is struck by the fact that this system is basically introduced by large enter- 
prises. But a majority of the small- and medium-sized collectives have not begun 
to develop it. Of course there are objective reasons for this. In particular, 
here there are few engineers and technicians and certain technical services ire 
lacking in some places. Still such plants cannot remain outside the effect of the 
quality system. What solution can be seen here? 


First of all, methodological and organizational aid must be provided to the sector- 
ial staffs. Precisely the ministries, their appropriate scientific research insti- 
tutes and the head and base organizations should come to the aid of such enter- 
prises. Possibly it would be advisable to prepare standard recommendations and or- 
ganize special subunits in the production associations or functional administra- 
tions for working out the procedures for introducing the KSUKP at small plants. 
Certainly the Gosstandart bodies on the spot are also greatly obligated to help such 
collectives. Unfortunately, they are not always up to this and often are removed 
from practical affairs, preferring the role of mere recorders. The Gosstandart 
subdivisions must be not only scientific generalizing and controlling centers but 
aiso true proponents of the new and organizers for the introduction of the compre- 
hensive system. 


Tn the next few years it is essential to complete the elaboration and introduction 
f the KSUKP at all industrial enterprises. For this, each ministry, department, 
ich region (with the participation of the Gosstandart bodies) must outline a pre- 
se program of actions. This work must be carried out on a planned basis. Real- 
stic dates for realizing the comprehensive systems must be estabiished for each 

-aterprise. Practice indicates that an improvement in management on the basis of 

.ntroducing the KSUKP takes not more than 18-24 months. Here hurry or oversimpli- 
ication are unforgivable. They merely bring harm. 
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It is essential to increase the level of work of the head and base organizations 
ans together with the scientific-procedural centers they must carefully evaluate 
the enterprise documents paying particular attention to the goals and tasks of the 
KSUKP and their conformity to the long-range goals of the sector. 


During the llth Five-Year Plan, industry has been confronted with new, complicated 
tasks. It is essential that all economic leaders realize that these tasks can be 
successfully carried out only with the aid of the comprehensive systems. 


New Technology 
Moscow PLANOVOYE KHOZYAYSTVO in Russian No 8, Aug 81 pp 115-117 


[Article by Candidate of Economic Sciences Ye. Sapilov: “Improving Standards--A 
Reserve for Accelerating the Introduction of New Technology"] 


[Text] Scientific and technical progress not only accelerates the technical re- 
equipping of production but also shortens the period for the economically effective 
application of new production equipment. Under such conditions it is particularly 
important to minimize the time for developing production and mass use of new equip- 
ment and the obtaining of the greatest effect from it. 


However, the time between the completion of working out the models and putting them 
into production remains as yet very significant, averaging 2 or 3 years. This 
means that in utilizing new equipment for 6 years, a third of the economic effect 
from it (according to approximate estimates, up to 10 billion rubles annually) re- 
mains unrealized. The basic reason for the extended development times for created 
equipment is the late start on the technical preparations for its production. This 
includes the testing of the design, the designing of the production processes and 
the manufacturing and setting up of production fittings. 


Technological preparations should start with the obtaining of initial documents for 
the elaboration and production of new products and ensure the complete technological 
readiness of the enterprises for turning out sup_rior quality products in accord 
with the set technical and economic indicators. But the meeting of the designated 
requirements prior to the adoption of the Decree of the CPSU Central Committee and 
the USSR Council of Ministers of 12 July 1979 "On Improving Planning and Strengthen- 
ing the Effect of the Economic Mechanism on Raising Production Efficiency and Work 
Quality" to a significant degree was impeded by an insufficiently developed cost- 
accounting system for organizing the creation and introduction of new equipment. 


With the changeover to the development and putting into production of new equipment 
under schedule orders (contracts) and with the introduction of a procedure for 
covering all expenditures related to introduction from the unified scientific and 
technical development fund, the opportunities for cost-accounting cooperation among 
the scientific organizations and enterprises in the area of joint designing and 
preparing the production of new models were substantially broadened. First of all, 
favorable economic prerequisites were created for combining (performing in parallel) 
the experimental design work with the technological preparations for production, 
starting with the technical specifications, and thereby reducing, as the experience 


of the leading machine building enterprises indicated, the period for developing new 
equipment by a minimum of 1 year with a simultaneous reduction in development costs. 


52 














However, for the effective implementation of these prerequisites, it is essential 
to resolve a number of technic?2l organizational questions. In the first place, it 
is advisable to define on a level of the State Standards the work stages involved 
in the technological preparations for producing new equipment and their content in 
terms of each stage in elaborating the design specifications. Secondly it is essen- 
tial on a normative basis to set ceciprocal obligations for the developers and the 
manufacturers in the process of creating the models and preparing for their produc- 
tion proceeding from the overall ultimate goal of producing new equipment which 
meets the best domestic and world analogues or surpasses them. Thirdly, it is es- 
sential to eliminate individual obsolete and contradictory provisions in the group 
of State Standards of the Unified System for the Technological Preparation of Pro- 
duction (YeSTPP) and the Unified System for Design Specifications (YeSKD). 


The preparation of production should guarantee the production of high quality prod- 
ucts with minimum expenditures. Here the basic tasks are: ensuring the technologi- 
eal effectiveness of the product design, working out the production methods and de- 
signing and manufacturing the production tools. 


However, ensuring the technological effectiveness of a design does not envisage that 
the future product will achieve the superior quality level. The task of working out 
technological effectiveness comes down merely to reducing the labor intensiveness 
and the cost of manufacturing as well as the cost of the work in the area of servic- 
ing and operations. But the restricting of this task to just reducing the expendi- 
tures on manufacturing and operating the product is incorrect. The technological 
effectiveness of a design cannot be considered satisfactory and development complete 
if the production methods do not guarantee new and stable quality parameters for 

the product. 


The ultimate goal of working out the designs for technological effectiveness should 
be primarily to ensure the stable output of new technology on a level of the best 
domestic and world models. This goal must be established in the State Standards for 
the YeSTPP. The particular indicators of technological effectiveness should be sub- 
ordinate to achieving this. 


The indicators for the level of technological effectiveness describe the technologi- 
cal and economic rationality of the adopted design solutions. However, because of 
the methodological separateness of the requirements of the State Standards for the 
YeSKD and YeSTPP, these indicators are not considered throughout the entire "design- 
ing--manufacturing" cycle for the new equipment and are not incorporated in the de- 
sign specifications as obligatory evaluation indicators for product quality. More- 
over, these are not provided for at all by the State Standards in the list of qual- 
ity indicators. 


According to State Standard 14.201-73 (Point 1.2), the indicators for the technolog- 
cal effectiveness level should be incorporated in the technical conditions for a 
product. But this demand was canceled by State Standard 2.114-/0 which envisaged 
e incorporation of just the indicators for product quality and operating perform- 
r1ce in the technical conditions. According to State Standard 15.001-73, the tech- 
iical specifications for designing give the requirements for production and opera- 
tional technological effectiveness for a future product but only in a general form, 
without the indicating of specific indicators. 
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Characteristic is still another discrepancy in the requirements of the State Stand- 
ards of the YeSKD and YeSTPP. As was po’nted out above, State Standard 15.001-73 
envisages that a product to be worked out and put into production should conform to 
the technical specifications which contain the requirements for superior quality 
products. The technical and economic level of the best Soviet and foreign models is 
set by this State Standard as the lowest quality limit for the equipment to be cre- 
ated. However, State Standard 2.114-70, in abrogating the designated requirement, 
reduces the lower limit for the quality parameters of new products from the level 
achieved in the best models to the level of the current standards thereby opening 
the way to producing ineffective equipment. 


For achieving a unity of the State Standards in the YeSKD and YeSTPP in terms of the 
demands on the technological effectiveness of products being developed, indicators 
must be introduced for the technological effectiveness level as basic ones in the 
product quality indicators by establishing them in the State Standard 15.001-73 

(by analogy with the technical level indicator). In the place of general require- 
ments for the production and operational technological effectiveness of the future 
product, in the technical specifications (in the section "Demands on Technological 
Effectiveness"), it is essential to define the specific indicators for the level of 
its technological effectiveness according to State Standard 14.201-73. In the tech- 
nical conditions for a product in the section “Technical Requirements" it is essen- 
tial to incorporate a subsection "Technological Product Parameters" and which would 
provide indicators for the product's technological effectiveness. The level of 
technological effectiveness, as one of the important quality indicators, should also 
be incorporated in the product technical level and quality cards so as to ensure 
control and accounting for this in all the stages of creating, producing and operat- 
ing the new equipment as well as in its state certification. 


The State Standards and the YeSTPP which define the functions and the organization 
of production preparations do not establish the stages of elaborating the production 
processes, the designing and testing of production equipment in relation to the 
Stages of working out the design specifications for the new equipment. This is one 
of the reasons that the realization of the most important functions in preparing for 
the production of new equipment starts only in the concluding stages of the crea- 
tion of this equipment, usually in the stages of manufacturing regular series. The 
production development of a larger portion of new equipment models lasts up to 2 and 
more years and 17 percent of them do not reach introduction at all because of obso- 
lescence. At the same time, the experience of the machine building sectors in short- 
ening the time for developing new equipment on the basis of the joint work of the 
designers and manufacturers in the designing and working out of prototypes indicates 
that the designing of production processes and equipment at the enterprises can and 
should be carried out starting with the elaboration of a technical proposal. 


At this stage the optimum version of the equipment to be developed, its basic layout 
and component parts as well as new production processes and special production 
equipment are established. Here, along with supervising the specifications and 
working out the designs for technological effectiveness, it becomes possible to es- 
tablish the range of production processes and special equipment which must be de- 
signed. 


In working out the preliminary plans, the preparation of production can include the 
elaboration and approval of specifications for the design of new production methods 
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and special equipment, routes for manufacturing the most complicated parts and as- 
semblies as well as specifications for materials and preassembled articles. 


During the stage of the contract design, the production processes for manufacturing 
and assembling the basic parts of the future product can be designed along with 

the testing of them on mock-ups. The basic content of production preparations dur- 
ing this period is: the selection of new equipment, the designing of production 
areas, nonstandardized equipment and special equipment, and the involvement of plant 
specialists in manufacturing mock-ups and developing the new technological processes 
under experimental conditions. 


During the stage of the detail designing and the creation of prototypes, it is es- 
sential to complete the elaboration of the entire set of technological specifica- 
tions needed for producing the new products on a level of series or mass production. 


Such a scheme for combining the elaboration of design specifications with the tech- 
nological preparations of production makes it possible not only to accelerate the 
development of new models but also to adapt their designing to the specific produc- 
tion conditions from the initial designing stages. In this manner it is possible 

to avoid undesirable design and production changes in the plans of new equipment 
during the period of its production development as the incorporation of these in- 
volves a loss of time, additional expenditures and, in a number of instances, poorer 
quality (in comparison with the design) due to the impossibility of a technological 
realization of the adopted design solutions. 


Certainly, an early start to production preparations involves a certain risk of mak- 
ing "useless" cxpenditures in the event of an unsuccessful elaboration of equipment 
prototypes. However this risk is not so great since 90 percent of the development 
is carried out to improve existing equipment and, as a rule, ends successfully by 
the adoption of the models for production. Moreover, expenditures on preparations 
consist solely of payment for the designing of production technology and equipment 
and this does not represent any major outlay. 


At present, the State Standards cover the stages of elaborating the design specifi- 
cations and the basic content of designing for technological effectiveness. The 
Stages of creating new equipment have been adopted as standard ones in the planning 
of scientific research and experimental design work. The State Standard also de- 
tines the rights and duties of the developers and clients of new equipment. 


‘owever, up to the present it has been impossible to plan the stages of preparing 
roduction for new equipment in relation to the stages of working out the design 

specifications due to the absence of a Stat2 Standard which would govern the content 

of these stages. For this reason it is essential to have a state standard (let us 

conditionally call it "Stages in the Technological Preparation of Production for New 

.quipment") which would establish the content of preparing production in each stage 
‘+ elaborating the design specifications. We feel that the above-given proposals on 
ae given question can serve as the basis for elaborating such a standard. 





is known, for example, in developing the production of the ZIL-130 motor 
vehicle, around 2,500 changes had to be incorporated in its design. 





The adoption of such a State Standard would make it possible to make the technologi- 
cal preparations of production an independent object of planning and accounting 
within the overall system of the scientific and technical development plans and cre- 
ate a uniform normative basis for ranking and establishing the stages of production 
preparation and their content depending upon the stage of elaborating the design 
specifications and the level of the plans for new equipment. This will substantial- 
ly improve the methodology for elaborating the work programs to solve scientific and 
technical problems and the drawing up of schedule orders (contracts) for the crea- 
tion and introduction of new equipment. The designated State Standard would govern 
the reciprocal obligations and rights of the developers and manufacturers in the 
process of designing and developing new models, thereby creating a normative base 
for improving the cost accounting system to organize the entire range of jobs in- 
volved in the elaboration and introduction of new product types on a basis of 
schedule orders. 
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